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The lights are on now in 
Pure Oil's new laboratories 


Main building of Pure Oil’s new research center: 140 landscaped acres, five build- 
ings, almost 90,000 square feet of working area for chemistry and physics labora- 
tories, an automotive laboratory, chemical engineering laboratory, and other facilities. 


P... Oil’s Research and Development Labo- 
ratories are now located in new and greatly 
expanded quarters at Crystal Lake, Illinois. 

Here Pure Oil’s research team of over 200 
scientists and technicians continues the search 
for improved processes in producing and re- 
fining crude oil . . . for new and better petro- 
leum products for you. 

So far, more than 2,500 products are made 
in whole or in part from petroleum—cooking 
fats, paraffin, detergents, shaving cream, face 
cream, candles, paints, medicines, ink, and 
hundreds of other things. Each one started 
with petroleum research. 

Pure Oil’s new research center is part of this 
company’s program of expansion in all phases 
of operation—producing, refining, transport- 
ing and marketing. 

It is also a good example of the kind of 
progress the forward-looking American petro- 
leum industry is making to provide better 


= 5 enn: : : In the automotive laboratory (above): 
living for you and 150 million people like you. “inh aeaten” nihieinmaall: 
knock qualities of famous PURE-PEP 


and PURE-PREMIUM gasolines. 
In the chemical engineering labora- 
with b re tory (right): pilot plants three stories 
u tall prove out the effectiveness of 
new methods fo be used in Pure Oil's 


THE PURE OIL COMPANY e General Offices, Chicago five refineries. 
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> CHEMICALS |& 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


42% PREFERRED STOCK, SERIES A 


An initial dividend of 82% cents for 
the period Apri! 25 through June 
30, 1951, payable July 1, 1951 to 
holders of record at the close of busi- 
ness June 5, 1951. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable July 1, 1951 to holders of 
record at the close of business June 
5, 195%. 

COMMON STOCK 
75 cents per share, payable June 
23, 1951 to holders of record at the 
close of business June 5, 1951. 
) R. O. GILBERT 
7 Secretary 
May 22, 1951. 














MIDDLE 
SOUTH | 
UTILITIES, 


DIVIDEND 


The Board of Directors has this 
day declared a dividend of 30¢ 
per share on the Common Stock, 
payable July 2, 1951, to stock- 
holders of record at the close of 
business June 8, 1951. | 
H. F. SANDERS, | 
New York 6, N. Y. Treasurer | 
May 21, 1951 
































IB M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 145th Consecutive 
Quarterly Dividend 


The Board 
this day de 


of Directors of this Corporation has 
lared a dividend of $1.00 pe ire, 
9, 1951, to stockholders of record 
sson May 18, 1951. Transtet 

ysed. Checks pr 
hed Card Acc 

















2 er. 

€ CAN COMPANY, inc. 
A regular quarterly dividend of 1 
three and three-quarter cents 
per share on the $3.75 cumulat 
ferred stock of this Company has been 
declared payable July 2, 1951, to stock- 
holders cf record at the close of business 
June 15, 1951. Books will not close. 


LOREN R. DODSON, Secretary. 
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A MILLION PEOPLE 


have put their money in 


the Bell Telephone business 


Today, for the first time in the history of the 
United States, a company is owned by a million 
people. The American Telephone and Telegraph 
Company has reached that mark. No other 
company has half as many owners. 


These million men and women owners live 
in 19,000 communities throughout the United 
States. They are in cities, towns and on farms 
and from all walks of life. 


Most of them are small stockholders. More 
than half are women. Over 350,000 have held 
their stock for ten years or longer. Some 200,000 
are telephone employees and thousands more 
are buying the stock under the Employee Stock 
Plan. About one family in every forty-five in 
the United States is now an owner of A. T. & T. 


You can see that many, many people have a 
stake in the telephone business. It’s their savings 
that have helped to give this country the most 
and the best telephone service in the world. Im- 
portant in peace, the telephone is vital in time 
of national emergency. iene 


BELL TELEPHONE SYSTEM 
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The Trend of Events 


UNSOUND TAX TRENDS ... We are not surprised 
at the stock market’s unfavorable reaction to the 
latest tax proposals. The market realizes that the 
so-called excess profits tax under the amendments 
to the new tax bill approved last week by the House 
Ways and Means Committee would more than ever 
become a ceiling on corporate profits. 

A true excess profits tax would normally define 
as “excess” all profits above 100% of earnings dur- 
ing a given base period. Under current EPT pro- 
visions, the definition “excess” is applied, however, to 
allover 85% of base period earnings. The latest form- 
ula tops even that, for it would consider ‘‘excess’”’ all 
profits above 75% of base period earnings. And on 
top of such a lowering of the ceiling, so-called excess 
profits would moreover be taxed at the confiscatory 
rate of 82%. All of which makes the idea of taxing 
“excess profits” strictly a sham. EPT is rapidly be- 
coming a vehicle for profit limitation pure and 
simple, with imposition of progressively lower ceil- 
ings on the earnings of successful companies. 

It has been said that taxing all profits in excess 
of 75% of the base period earnings at an 82% rate 
is an economic monstrosity. Certainly that kind of 


corporate net, in the aggregate, declined over 10% 
from the final quarter of 1950 and the trend con- 
tinues in a downward direction. In the circum- 
stances, excessive corporate taxation is bound to 
undermine the profit motive in our economy. 

Beardsley Ruml has aptly pointed out that under 
the present tax law, excess profits dollars are only 
23-cent dollars to the business affected, and this 
amounts to an open invitation for wastefulness and 
careless spending. Even worse, it is a powerful in- 
centive to organized labor to seek inflationary wage 
increases, since unions can argue that every dollar 
paid out costs the corporation only 23 cents when 
in the EPT bracket. 

The latest proposals would cut the “‘23-cent dol- 
lar” to an “18-cent dollar” with the result that when 
subject to EPT, one dollar of corporate spending 
would cost the company only eighteen cents. It’s not 
difficult to guess what the effect on corporate spend- 
ing policies will be, and this at a time when non- 
essential expenditures should be avoided to lessen 
inflationary pressure. 

In our view the new EPT provisions will only 
weaken our economic system. They certainly have 
all the earmarks of political 





EPT, in addition to repeated 
increases in the straight cor- 
porate income rate, is playing 
a fast game with the concept 
of profit incentive on which 
the capitalistic system is 
based. It strikes at the very 
heart of our private enter- 
prise system. 

It must be considered, also, 
that the trend of profits is no 
longer upward. First quarter 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


taxation. It would be well for 
Congress to think twice be- 
fore it leaps in this direction. 
Why not do a little more econ- 
omizing when it comes to 
Government spending. The 
possibilities for cuts are far 
from exhausted; in fact, they 
have been barely scratched. 
There are many budget items 
which could be reduced sub- 


This 
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stantially without impairing necessary Government 
functions and without conflicting with the defense 
program. A real try has not yet been made. If it 
were made, it would be found that the tax hikes 
proposed are largely unnecessary. 


SOAKING WHOM?.. . Talking about tax increases, 
we have another criticism. After having tentatively 
approved an increase of three percentage points in 
the rate on individual incomes in each bracket, the 
House Ways and Means Committee is now willing 
to start with a rise of 214 points in the lowest 
bracket, with progressively larger increases in the 
higher brackets. Reason for the change, it is said, 
is fear among the Committee members that they 
might be accused of “soaking the poor.” We presume 
that the word “poor” is used strictly in its political 
connotations; the revision certainly is motivated 
purely by political considerations. 

It’s a nice sop to those in the lower brackets. It 
completely ignores the fact that those in the higher 
income brackets are already taxed excessively at 
progressive rates, rising to 87% of taxable income 
under present law, and 90% under the proposed 
new formula. Presumably this is regarded in accord 
with the principle of taxing according to ability 
to pay; we are not so sure whether it actually is. 
The new scheme certainly doesn’t hit the greatest 
number of those whose incomes have increased in 
greatest proportion, hence doesn’t cut into mass pur- 
chasing power, hence will do little to help avert 
further price inflation as it allegedly is supposed 
to do. 

But just as the new corporate tax formula, so 
will the proposed individual income tax rates put 
a definite ceiling on individual income after taxes. 
While we won’t weep over the fact that to have a 
net income of $50,000, a man must earn $500,000— 
few are in that category—it’s the principle of the 
thing. The revenue that can be raised in the highest 
brackets is negligible but this apparently is not the 
real purpose. It looks more like soaking the rich for 
that very purpose, like erecting a barrier to pecuni- 
ary reward to all citizens no matter what they do, 
how hard they work, and no matter how valuable 
their contribution to society. 

We realize the need for revenue, and also the need 
to check profiteering. There are other means to ac- 
complish the: latter without hurting, inequitably, 
those whose income derives from legitimate activity. 
As to revenue, we again suggest the economy road 
so as to pare revenue needs to the point where sound 
principles of taxation can be observed. 


THE SUBSIDY GAME... . The Administration is con- 
cerned, and plaintive, about congressional reluc- 
tance to extend and tighten the Defense Production 
Act. While its extension in some “purified” form is 
probably desirable, no good case has been made for 
its further tightening. The burden of proof rests 
upon the Government. A good many sound and valid 
reasons have been cited by those opposing it why no 
such thing should be done. Congress should take 
ample time to probe the matter, particularly the 
question of controls and their operation. 

What we find especially obnoxious is the attempt, 
through subsidies, to make food controls and roll- 
backs palatable to farmers and organized labor. It 


is in effect an attempt to appease, and buy the sup. 
port of, powerful voting groups at the expense of 
the great majority of taxpayers and consumers. 

Before Congress again acquiesces to that sort of 
fraud (it has done so before), it should consider 
the fact that subsidies must be met out of taxes, 
and since the avowed intention is to pay as we go, that 
means higher taxes. It touches directly on the point 
raised in our preceding tax comments—the need to 
economize so as to reduce the need for onerous 
taxation. 

Yet the danger is that the determined opposition 
of the farm bloc to further control and labor de. 
mands for higher pay will, for strictly political rea- 
sons, enhance the pressure for subsidies. If so, it 
should be made plain to the people as a whole as well 
as to Congress who will pay the bill. Everyone will, 
of course, as taxpayers and consumers. Taxpayers- 
in that they will have to foot the subsidy cost via 
direct taxes. Consumers—in that they will be indi. 
rectly paying for the additional taxes levied on cor. 
porations to help defray the subsidy costs. 

It’s a vicious circle from which only the politicians 
can hope to benefit. Neither the farmers nor labor 
will to the extent they might hope. For they, too, are 
taxpayers and consumers. That is why we consider 
the subsidy game nothing but a fraud, however ill 
understood by those unaware of its ramifications. 
But Congress should know better and act accordingly. 


STOCKHOLDERS’ BREAK ... . Something new has been 
added to management-stockholder relationships—or 
so it seems to us, and it should cheer stockholders, 
often called the forgotten men in corporate business. 

Texas Utilities Co., parent company for one of the 
country’s major electric power systems, is asking its 
stockholders whether the company should increase 
its dividend rate, or whether earnings should be 
plowed back into the business to finance future con- 
struction. That’s certainly a novelty. 

The management concedes that its dividend pay- 
out is relatively low in relation to earnings and that 
it could pay more. It puts it up to the stockholders 
to decide whether they want more substantial divi- 
dends, on which they would have to pay taxes, and 
then be asked to subscribe for additional common 
stock later in order to finance the large expansion 
program planned by the company. The other alter- 
native: No dividend increase, but internal financing 
of expansion. 

Put that way, it would not surprise us at all if a 
good many stockholders would express themselves 
in favor of no dividend increase. Stockholders are 
reasonable people and can see the point, though 
being human, they naturally prefer big dividends 
to small ones. But they will also appreciate the man- 
agement’s frankness in placing the question squarely 
before them, the fact that they are given a choice 
rather than an imposed decision. As far as manage- 
ment-stockholder relations are concerned, it will be 
all to the good. It’s an idea worthy of wider adoption 
under similar circumstances. 

Stockholder complaints about what they consider 
unduly skimpy dividends are numerous and manage- 
ments frequently fail to explain adequately or satis- 
factorily their reasons for low pay-outs. The reasons 
may be quite justified if properly explained. But 
stockholders like to know. 
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As 9 Soo Jt! 


BY ROBERT GUISE 


A GRIM CHOICE 


Fi rumor mill has been reporting new Rus- 
sian peace overtures in the form of approaches for 
ending the Korean war. Though there is little defi- 
nite evidence, such approaches have doubtless been 
made and may well continue. But no one should blind 
himself to the real Soviet objectives behind such 
moves. Just as the Korean war is primarily a politi- 
cal war, so is the 
Soviet peace drive 
primarily motivated 
by political and 
world strategic con- 
siderations. The fate 
of the Koreans, and 
the Chinese people 
for that matter, is of 
no great conse- 
quence. They are 
merely pawns in the 
hands of the Krem- 
lin scheming for 
world domination. 

We are hardly go- 
ing wrong if we con- 
sider the Russian 
peace move as an ap- 
proach to Iran as 
well as a means of 
gaining participa- 
tion in the writing 
of a Japanese peace 
treaty. If so, it 
points to another om 
forward step in the _— 

Kremlin’s strategic 

time table. It is ru- 

mored that the Russians will agree to a Korean set- 
tlement, provided the U. S. will not support Britain 
in Iran—the old attempt to split the West. While this 
country will hardly agree to any such suggestion, it 
does make clear that the main sphere of Russian 
action is not just in Korea but in the whole of South 
East Asia and the Middle East. Obviously, nationali- 
zation of Iranian oil has presented the Soviets with 
a glittering opportunity for a new powerplay in its 
program for world conquest, one that could become 
the fuse to blow up the whole explosive Middle East 
and irreparably weaken the western position. 

The Russian peace overtures, in short, must be 
viewed as a shrewd attempt to bargain for far greater 
things than a mere cessation of hostilities in Korea. 
What the Kremlin is aiming at is not only an Ameri- 
can hands-off policy in Iran but concessions of far 
greater scope within an over-all agreement covering 
all of Asia. In other words, it must be regarded as an 


~— 
~— 

~~ 

bal 
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entering wedge in an attempt to weaken our position 
in Asia, to destroy the bulwark we have created in 
the Pacific against Russian aggression, to gain an- 
other cheap cold war victory without risking world 
conflict. 

To us and to the entire free world, this poses a grim 
choice. Much as we would like to see an end of the 
Korean war, We can- 
not afford to pay 
Stalin’s price. We 
must hold firm until 
a settlement can be 
reached on accept- 
able terms. Fortu- 
nately there is 
evidence that the 
Kremlin is reluctant 
to undertake open 
acts of aggression 
against us at this 
time. By remaining 
adamant, we can in 
turn force the Krem- 
lin to face the choice 
between risking a 
world conflict which 
it doesn’t want, or 
see its relations with 
China and the pres- 
tige of its stooges, 
the Red China lead- 
ers, seriously under- 
mined. At this stage 
at least, it will hardly 
choose the former. 
The Kremlin knows 
by now that acts of open aggression will mean imme- 
diate all-out war. 

Meanwhile the war in Korean continues, despite 
renewed crushing defeats of the Reds. Regardless of 
the latter, more offensive action must be expected. 
It is clear that Red China is playing its assigned role 
in Moscow’s global strategy—a strategy which may 
not seek a conclusive victory in Korea but only a con- 
tinuation of the limited war in order to siphon off 
American strength. While this strategy is costly in 
Chinese lives, it’s a war of attrition which the enemy 
hopes will hurt us more, in the end, than it hurts 
them. An indefinite war of attrition, though of doubt- 
ful benefit to the Chinese, could well serve the Krem- 
lin’s aims in the hope that it could eventually 
wring from us far-reaching concessions. For us there 
can only be one alternative: Continued strong resist- 
ance against the Red armies in Korea which eventually 
could create the basis (Please turn to page 280) 
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Market Still Vulnerable 


It is doubtful that the already considerable decline from the early-May highs is at or 
near completion. We regard it as at least an important intermediate swing, probably 
not worse than that on present economic-financial factors. The case for our conserva- 
tive, selective policy is conclusive. Continue to hold substantial reserve funds. 


By A. T. MILLER 


SJ he market has lost considerable ground in the 
fortnight since our last previous analysis was writ- 
ten. Its retreat from the early-May high has been 
much more precipitate than was the February- 
March reaction. The latter took the Dow-Jones in- 
dustrial average down 11.76 points, or about 4.6%. 
The present sell-off, at the lowest closing level up to 
this writing, had run to 17.84 points or about 6.8%. 
Unlike last year’s June-July fall, which was touched 
off by the outbreak of the Korean war, this one is 
not due to any single news shock. For that reason, 
it must be regarded as representing the most signi- 
ficant revision in investment and speculative think- 


ing seen at any time since the inception of the major 
1949-1951 upward trend. 

So far, there has been divergence in the per- 
formance of the industrial and rail averages, as 
there was on the abortive upswing in prices from 
the March lows. On the latter, the industrial aver- 
age surpassed its earlier 1951 high by a modest 
percentage, while the rails fell much short of doing 
likewise. Now rails have broken their March low 
by a decisive, even if not wide, margin, while the 
industrial average has not. However, its behavior, 
at best, is “borderline” from a technical point of 
view. In a period of concentrated pressure last week, 
this average went under its March intra- 
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day low by more than a point, but ral- 
lied before the close; so that lowest clos- 
ing level so far remained 1.34 points 
above the lowest March close. 
340 
Chances For Near-Term Recovery 

320 Unimpressive 

No great significance should be at- 
tached to the latter fact. In the first place, 
various broader and more representative 
280 indexes of stock prices have broken their 
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March lows in clear-cut, if moderate, 

260 degree. In the second place, the low- 
volume rally which developed late last 

uo | week is no more convincing than the sev- 
eral previous ones seen, and quickly 

wii snuffed out, on the downswing since May 
3. In the third place, this is a cash-based 

market, devoid of significant margin- 

120 speculation, in which holders of stocks, 
potential buyers and potential sellers are 

NS not much influenced by the question 
whether a chart-indicated support or sup- 

Ho ply level is broken. As examples, the big 
advance which culminated in February 

{05 started right after the violation, in June, 
1949, of a support level which “techni- 

100 cians” had long regarded as important; 
while a 28-point upswing in the industri- 

“s al average in 1948 topped out shortly 
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rT} | after the same type of technical thinking 
had classed it as a bull market because 
a presumably significant supply level had 
been surpassed by both averages. 
Today the willingness of people to buy, 
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hold or sell stocks is de- 
termined preponderantly 
by how they feel about 
“general prospects” — and 
they obviously feel much ° 
less confident, consider- 
ably more uncertain and 
somewhat more apprehen- 
sive than in some time. We 
are unable to see anything 
in the near-term picture 
which is capable of alter- 
ing this mood decisively. 
As long as that is so, ral- 
lies are unlikely to amount 
to much; buyers will be 
inclined to put their bids 
under the market; and no 
great amount of selling 
would be required to put 
average stock prices down 
additionally. 

If you ask how far a 
decline might go, neither 
we nor anybody else can 
answer the question with 
assurance. On the basis of 
the existing balance of 
fundamental business and 
financial factors, it is our 
opinion that it probably 
can be regarded as an in- 
termediate price swing, 
rather than an early phase 
of a sustained, and major, 
liquidating movement. 
This view is necessarily 
subject to possible revi- 
sion, in the light of later developments or presently 
unpredictable contingencies in the foreign field. As 
we have pointed out before, the alternatives are not 
necessarily a bear market or a renewed bull market, 
after completion of this phase, as those terms are 
commonly understood. It is readily conceivable, al- 
though the theory remains to be tested out, that we 
may have returned to a broad “range of indecision,” 
more or less similar to that which long prevailed 
after the termination of the 1942-1946 bull market. 


Looking back to that period, and ignoring the 
many smaller moves, there was a rise of roughly 
14% in the industrial average in the spring-summer 
of 1947. It was followed by a protracted, zig-zag 
downward trend into 1948, for a total decline of 
about 11%. This, in turn was followed by the spring- 
summer upswing of 1948, amounting to some 17%. 
From the high then reached, another tedious zig- 
zag lowered the average 16% by June, 1949. The 
present downside swing could go more than twice 
as far, in percentage, as it has already gone with- 
out necessarily having any more lasting signifi- 
cance than the earlier swings cited. 

Whether it will or not, of course, remains to be 
seen; and prospects may be confused and confusing 
for some time. Thus, it would not be surprising if 
there is a sizable recovery, spread over a period of 
weeks, from a temporary late-May or June low; 
considerable backing and filling thereafter—for per- 
iods in which the market can do no more than kill 
time are not unusual—and then a further phase of 
decline. Naturally, this can only be conjectural 
“thinking-out-loud” at the present time; for the 
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possibilities cited could be altered sharply, as re- 
gards the time pattern and the scope of market 
movement, by unforeseeable news developments. 


The News Potentials 


It is probably reasonable to hold that the poten- 
tiality for unpleasant news is greater than that for 
broadly stimulating news. This is because the most 
favorable possibility is that the arms program will 
be carried out, as now projected, over a rather ex- 
tended period, without global war. That possibility 
has been largely or completely discounted by the 
market heretofore; and is unlikely to recreate much 
enthusiasm. When people take off the rose-colored 
glasses and look it in the face, as has begun to be 
done, there are some reservations. Still assuming the 
best, this possibility is not as inflationary as many 
imagined earlier, for reasons detailed in an article 
on following pages. And if it assures a high level 
of production on the one hand, it assures high taxes, 
controls, industrial distortions, a substantially lower 
total of corporate earnings and some future reduc- 
tion in total dividends on the other hand. 

That the market is now more sensitive to these less 
pleasing aspects of a semi-war economy is clear 
enough. For instance, the most recent sharp spill in 
stock prices coincided with, and certainly was due 
partly to, the action of the House Ways and Means 
Committee in voting to make a 5-point boost in the 
regular corporate tax rate retroactive to last Jan- 
uary 1, against the July 1 date heretofore generally 
assumed; and at the same (Please turn to page 280) 
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The Business Outlook 
To The End of The Year 


By E. A. KRAUSS 


i economic and business conditions facing 
us in the months ahead are unique in various ways 
but foremost because they are subject to deflation and 
inflation pressures, to contraction and expansion 
forces which currently are responsible for a great 
deal of confusion regarding the outlook. 

The result is not only considerable business un- 
certainty but mounting official inclination—despite 
constant warnings of more inflation and revival of 
shortages—to keep close track of trends in business 
volume, prices and activity so as not to be caught 
unaware by an unexpected trend reversal. Under- 
standably enough, little is said publicly of this but 
the thinking is: Let’s be sure where we are going. 
This thought is even stronger in business quarters. 

Right now, we are clearly in a period of levelling 
off, an easing of general business activity and price 
levels brought about by top-heavy inventories, cessa- 
tion of scare buying, consumer buying apathy, and 
credit restrictions. Though in such an environment, 
inflation warnings seem to be a bit on the loud side 
if not besides the point, it is nevertheless a widely 
held view that it is only a question of time until the 
defense program will reduce civilian supplies and 
boost demand—the latter because disposable income 
is bound to rise once defense plants are operating in 
high gear with larger labor forces and more over- 
time. In other words, the thought is that current 
softness in prices and lagging retail trade is tempo- 
rary, that these conditions will disappear later in the 
year, once again setting the stage for inflation. 
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While this may 
strike one as logi- 
cal reasoning, it 
could turn out to 
be neglecting 
some important 
points. One of 
these is finding 
oblique recogni- 
tion in the thought 
that “nothing is 
wrong with the 
current economy 
that a good con- 
sumer scare 
couldn’t cure.” It 
-. puts the finger on 
= a crucial point 
shaping most of 
current conjec- 
ture about the 
outlook, namely the assump- 
tion that the expanded de- 
fense program will and must 
be superimposed on an un- 
changing civilian boom. If 
that were so, one could read- 
ily go along with the thesis 
that further inflation pres- 
sure is unavoidable and that 
drastic shortages in con- 
sumer goods are bound to 
recur. The big question is: Is 
that assumption correct? 

There is no reason to 
doubt that during the second 
half, the restrictive impacts 
of accelerated arms produc- 
tion will be really felt, that 
output of consumer goods, notably hard goods, will 
have to be further curtailed, that at the same time, 
payrolls will rise and other elements making for 
inflation may exert themselves. But when appraising 
supply trends, let’s not ignore the demand side. To 
what extent will demand, tapering off right now, 
revive to produce scarcities? 

There are those who believe that current high in- 
ventories, and they are most impressive (or shall we 
say oppressive?) in hard goods formerly singled out 
as future scarcity items, will not quickly or dras- 
tically dwindle simply because civilian output will be 
further cut, and one can make a good case for this 
viewpoint. One important consideration is the rela- 
tively high level of civilian output that will remain 
despite cut-backs. Another has to do with demand 
potentials. Let’s look at the former first. 
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A Big Civilian Production Slice Remains 


Even the top defense command takes an optimistic 
view about the level of civilian production. That 
view is that even in 1952, there will be only a mod- 
erate decline in the civilian economy. At the peak 
of World War II, 45% of the gross national product 
went for national defense. The proportion currently 
is 8%, and by the end of 1951 will be about 15%. 
And as the mobilizers now foresee, the defense pro- 
gram at its height will not require more than 20% 
of the gross national product. What would that 
mean? 
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More specifically, it would imply a drop of 
only about $10 billion in non-defense expendi- 
tures. The gross national product in 1952 is 
estimated at around $320 billion, 20% thereof 
would be about $64 billion, leaving actually 
$256 billion for the civilian economy. That 
would be just about as much as the gross 
national product was in 1949, hardly much 
of a come-down. It is graphically shown in 
the chart “Defense Expenditures and Gross 
National Product” contained in the brochure 
“Building America’s Might” published by the 
Director of Defense Mobilization and repro- 
duced with this article. 
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The Demand Factor 


It’s a most revealing projection, but totals 
of course do not tell the whole story. What 
must be considered, in appraising prospec- 60 
tive shortages, is the specific impact of re- 
strictions on consumer hard goods, the sector 
where impacts will be felt most. In other 
words, prospective cutbacks in civilian pro- 
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duction should not be underestimated. But 
neither should they be overestimated. Barring all- 
out war, chances are there still will be enough to 
maintain a pretty lush civilian economy. As the re- 
sult of metal restrictions, it is thought that physical 
output of consumer hard goods will eventually have 
to be cut by 30% (some figure only 20% ). Whatever 
the rate, any cut will be from a high level. What’s 
left may be fully adequate to meet existing demand. 

This brings us to the vital matter of demand po- 
tential. Already we hear it said that consumer goods 
production can now drop some without affecting 
overall output because arms orders are flowing in 
greater volume. This of course takes recognition of 
the fact that consumer goods output has been declin- 
ing not because of material shortages but because of 
dwindling demand. Credit restrictions are cutting 
into home building, into auto and appliance sales, 
and in many areas consumer demand seems thor- 
oughly sated. The way it looks, if materials restric- 
tions would not force reduction of hard goods output, 
declining demand would do it. It is, in fact, doing 
it right now. 


cutbacks should cause little hardship. Demand for 
cars and appliances won’t catch up to the available 
supply before year-end, if then. And barring total 
war, cutbacks should be eased by mid-1952. 


Output of Durables After Cutbacks 


Metals cutbacks for civilian purposes are definitely 
out of the talking stage and will soon be the real 
thing. The use of steel will be cut to 70% of pre- 
Korean volume; copper will be held to 60% and 
aluminum eventually to 50% in the third quarter. 
But this would still permit an annual output rate of 
nearly 414 million passenger automobiles, 414 mil- 
lion television sets, an equal number of refrigerators, 
about 2.8 million washing machines and some 2.5 
million vacuum cleaners, according to current esti- 
mates. What’s more, these output rates will apply to 
the second half of this year. Actual 1951 production 
will exceed these figures because of heavy output 
during the first half. 





From a general business stand- 





point, housing, consumers’ dur- 
able goods and inventory building 
—historic boom makers — are de- 
clining in importance. Only de- 
fense spending and capital out- 
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lays for industrial expansion can 
plug the whole. 


But as it now looks, indicated 300 
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cuts in consumer durables will 
likely be in line with prospective 
demand rather than severely re- 
strictive. A $20 billion increase in 
military spending, as projected 
for fiscal 1952, could well be offset 
by a similar decline in consumer 
spending, leaving plenty of room 
in the economy to fit in the mili- 
tary program. Increased arms 
spending, in fact, will be needed 
merely to maintain the present 
level of over-all production for the 
rest of the year. 

From the consumer standpoint, 
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Total 1951 production, in other words, should 
fully meet, and probably exceed, potential demand. 
If so, shortages are difficult to discern. More likely, 
business men will have to operate in a highly com- 
petitive market and this may apply to 1952 as well 
simply because by that time, our industrial plant 
will be able to meet normal civilian goods require- 
ments along with defense needs, short of total war. 
Thus an austerity period is difficult to envisage. 


Postwar Production Feat 


One reason for this is industry’s immense post- 
war production achievement. Between 1946 and 
1950, there were produced almost five million new 
dwellings; almost 21 million new passenger automo- 
biles; some 21 million electric refrigerators; 75 mil- 
lion radio sets; 12 million television sets; over 17 
million washing machines; and 18 million electric 
and gas ranges. This explains why family holdings 
of major durable goods are now at record high, why 
demand is abating and why even a sizeable curtail- 
ment of production will bring no real hardship. 

It also weakens the contention that a strong resurg- 
ence of consumer buying is likely by the end of the 
year on the theory that much of the instalment debt 
incurred last year will then be liquidated, thus make 
new purchasing power available. The latter may be 
true, but with markets well saturated, it is difficult 
to see a revival of consumer buying akin to the 
strong postwar buying surge. High living costs, 
higher taxes, depleted savings and stiff credit re- 
strictions further argue against it. So does the grow- 
ing conviction that no real shortages are threatening, 
that business under the defense program will be 
rather more normal than formerly anticipated, that 
prices may not go much higher. 

Thus far in the defense program, American in- 
dustry has amply demonstrated its ability to produce 
as attested by the sizeable inventories currently on 
hand at all trade levels. This lesson is increasingly 
absorbed even by the public. Steel industry leaders 














Military Funds and Spending in Fiscal Years 
1951 and 1952 
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Obligational 
Authority Expenditures 
1951 1952 1951 1952 
Military personnel $ 8.2 $10.5 $ 7.2 $10.0 
Military Reserves, etc. . 8 Rf 6 : # 
Operation & maintenance........ 11.5 12.3 5.5 9.8 
Research & development....... 1.2 1.5 1.0 
Military public works.......... 2.4 4.5 4 19 
Industrial mobilization ........ 3 a 1 2 
Department-wide activities ... 1.1 1.3 6 1.0 
Major procurement & — 
production: 
RNIN aii eatsics ith couse 9.7 14.5 2.2 6.8 
Ships & harbor craft ........ 8 4 4 eS 
Other 12.2 13.3 17 8.4 
Total 22.7 29.7 43 159 __ 
Total Dept. of Defense... 48.2 60.7 19.4 40.5* 





* Reimbursements from the Mutual Defense Assistance Program will 
reduce budegt expenditures by the military establishment to 39.5 
billion dollars in fiscal year 1952. 

Source: Military budget for fiscal year 1952. 
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have recently stated that there is no great shortage 
of steel now and that the time is approaching when 
there may be an oversupply of this metal. President 
Fairless of U. S. Steel opined that that period may 
be nearer than most people think. 

The fact that he based his view on the possibility 
that some markets for consumer goods have reached 
or are near the saturation point makes it even more 
interesting. It shows that steel producers are begin- 
ning to worry about the current inventory pile-up in 
hard goods industries—some to the extent of antici- 
pating an actual steel surplus in the third quarter 
because defense needs will not take care of the large 
quantities of sheet and strip steel on which the mar- 
ket depends. The steel pinch is primarily in alloy 
steel and this admittedly is a situation that cannot 
be quickly corrected. 

As far as the near term business outlook is con- 
cerned, one thus can discern a further moderate de- 
flationary bias in the immediate months ahead. The 
civilian economy is gradually being cut back due to 
saturation of consumer markets, high inventories, 
credit controls or scarcity of certain raw materials, 
and this cutback is not yet fully compensated by 
defense business. Before such compensatory business 
comes to hand, a further moderate dip in overall 
activity is probable. This is implicit in current pro- 
duction cuts and lay-offs, especially among smaller 
concerns but also beginning to affect major indus- 
tries including auto manufacturers. 


Projected Arms Spending 


The extent of subsequent revival will largely de- 
pend on the pace of arms production and in this 
connection, it is interesting to note that needs of the 
armed services in the third quarter will be less than 
anticipated though they will be fairly heavy. As it 
is, defense budget figures have been trimmed some- 
what. Moreover, curbs are being applied to unin- 
hibited expansion of non-essential industrial capacity 
to prevent undue scarcities of materials and man- 
power. Yet in combination, these two factors should 
prove strong enough to prevent more than a minor 
dip in overall industrial production during the next 
few months even though the boost in military output 
may be slowed up by careful scheduling so as to 
hold the stockpiling of military equipment within 
reasonable limits while concentrating on the build-up 
of defense capacity. 

Admittedly deflation is hard to reconcile with the 
multi-billion budgets for defense and other infla- 
tionary elements but the conflict of the two forces is 
apparent. We are not fully convinced that it will 
wholly disappear after the transition to stepped-up 
arms production. A glance at military budget figures 
explains why. 

While new obligational authority in fiscal 1952 is 
set at $60.7 billion, actual expenditures are sched- 
uled at no more than $40 billion or about $20 billion 
more than in fiscal 1951. Half of this increase could 
readily be offset by the indicated 30% cut in con- 
sumer durable goods output and the corresponding 
decline in spending in this sector. The decline in 
housing, under existing mortgage credit restrictions, 
should produce substantially less spending on that 
score. Inventory accumulation by business will be 
far less than last year; the urge now is to lighten 
them rather than add to them, and accumulation is 
rendered difficult by inventory controls. Declines in 
these areas thus might (Please turn to page 278) 
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— AND THE CLUES THEY FURNISH 
TO E.P.T. INROADS 


By J. C. CLIFFORD 


a continued accumulation of first quarter 
earnings reports strongly confirms the encouraging 
picture portrayed by the more limited number pre- 
sented and discussed a few weeks ago. To judge 
from the operations of more than 550 concerns in 
the first three months of 1951, total profits of these 
corporations were about 30% above the level of 
a year ago. 

The same sample shows that volume gains were 
attained by virtually all leading companies, and 
usually at a far sharper rate than that of net earn- 
ings. This of course was only natural in view of 
increased operating costs, and higher income and 
excess profits taxes. Indeed, as pointed out in our 
previous issue, comparisons with the first quarter 
of 1950 are distorted by a relatively low earnings 
base early last year and the fact that income taxes 
have progressively risen, while EPT was not effective 
in the 1950 March quarter. 

More significance attaches to first quarter earn- 
ings compared with those of the 1950 December 
quarter. According to a compilation by the National 
City Bank of New York, average net income of a 
representative group of 550 companies declined 
about 14% from the fourth quarter last year, and 
the poorer showing applied to about two companies 
out of every three. As a matter of fact, the compari- 
son was adverse in relation to earnings in the third 
quarter of last year, thus indicating that during the 
six months following Korea, corporate earnings may 
have established a peak that will stand for some 
time to come. 
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While 1951 has started with very encouraging 
earnings, despite an advanced income tax rate of 
47% and the impact of EPT, it should be remem- 
bered that taxes will likely be hiked again, possibly 
as of July 1, both as regards income taxes and EPT. 
Accelerated conversion to restricted-profit military 
business in the second half year, price ceilings, man- 
power and materials problems and possible shifts 
in consumer demand, as we have also previously sug- 
gested, may lead to reduced corporate earnings on 
quite a broad front as 1951 progresses. Although this 
must be properly considered in appraising first quar- 
ter results, there is a good chance tor steady profits 
in the second quarter, and while full year earnings 
may recede somewhat, they still could equal all but 
some of the best years on record. The experience of 
individual concerns will vary considerably, however. 


Rail Equipment Group Big Gainer 


As for different industries and their rate of profit 
increase over the first quarter of last year, a 95% 
gain in net earnings by the railroad equipment group 
was outstanding, but no surprise because early in 
1950, this industry was almost flat on its back. Bev- 
erages and various metals products ranked next in 
earnings improvement, followed rather closely by 
pulp and paper. Although iron and steel showed 
only a modest gain of 10% compared with the 1950 
first quarter, this group was one of the very few to 
earn more than in the December quarter, with a 
5% rise. 

Drugs, soaps and cosmetics made the most con- 
sistent showing, with a 20% gain over the first three 
months of last year and a rise of 22% over the De- 
cember quarter. All manufacturing concerns included 
in the tabulation experienced 30% larger earnings 
than a year earlier but 12% less than in the last 
quarter of 1950. This latter circumstance reflects in 
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Operating margins, 





























Net Income of Leading Corporations for the First Quarter though, should narrow 
(In Thousands of Dollars) and provisions for Fed- 
eral taxes on income will 
Reported Net Income After Taxes Per Cent Change From increase, although high 
First Quar. Fourth Quar. First Quar. First Qr. Fourth Qr. earnings in 1948 and 
195 1951 1950 1950 
ase . 1949 create some shelter 
i tae AI cxrscansossipsaneciesncredcoloseammass $ 29,278 $ 41,782 $ 31,790 +9 —24 against EPT. All said, 
ch}, OS ASS Sa ge Re porter RE tenia, Sie 16,236 30,286 29,992 +85 —1 f some decline in net earn- 
RNID MOTI 055k icenescssnscshcaceivcnstb¥Saes 16,769 20,953 17,320 +3 —I7 ings may be expected this 

IP MUNN E MAINE MATIIIEITO NS .- <5 =o n00.n convo nscesesessiecenaees 21,102 27,520 26,557 +26 — 3 ear. but the 75 cents 

24 Pulp and paper products...............ccsscsseseee 18,948 35,319 34,002 +79 —4 year, ne 

40 Chemicals, paints, ete... cccccccecseeeeeee 144,475 194,289 168,469 +17. —13 quarterly dividend rate 

15 Drugs, soap, cosmetics......... 28,460 28,150 34,279 +20 +22 should not vary and total 

23 Petroleum products ..........c0:.c::cssssessesseessesseeees 251,305 429,151 377,353 +50 —12 : : 

24 Cement, glass, and stone..........csoscsseveneseee 39,413 45,976 45,486 +15 —1 payments may at least 

NE LEE I I le 160,808 168,402 176,218 +10 +5 equal last year’s $3.75 

18 Building, heating, plumbing equipment.......... 10,736 25,838 16,318 +52 —37 per share. 

18 Electrical equipment, radio and television... 60,882 106,738 65,871 +8 —38 Prolonged strikes in 

RD MBE» sccvcrscaesicseas<o eves eet Ganconsguntoonsnassaeses 25,239 32,957 30,314 +20 — 8 three main lants ad- 

a UNO MINE osc sscn csp cer tpi ospenascsscenncesssace 12,765 19,387 13,991 +10 —28 p 

40 Automobiles and parts 45,577 50,379 48388 +6 —4 versely affected the op- 

12 Railway equipment ............ccccccccescsesseesseeeseeen 6,523 17,998 12,742 +95 —29 erations of American Lo- 

PURI ATe A IIB roo olioss ccesbcecs sicdsaascsoeasiaticec 10,371 18,787 11,898 -+15 —37 comotive Company in the 

58 Other metal products beer i eee 40,981 94,554 75,777 +85 —20 > i 

27 Miscellaneous manufacturing... 14,533 27,320 23,830 +64 —13 first quarter. Sharply 
Rint a reduced sales of $22.9 
A79 Total manufacturing ............cccccseesseesseesseenees 954,401 1,415,786 1,240,595 +30. —12 million brought opera- 

| 32 Mining and quarrying®....................ccccee 26,441 56,025 38,312 +45 —32 tions close to the break- 

22 Trade (retail and wholesale).................00.0..... 19,415 49,238 26,934 +39 —45 . 

17 Service and amusement industries... 14,113 17,583 11,763 —17 —33 even point, and after 
ieee ~ es on allowing for preferred 
AIR... diccaaerraet tenon aes cae $1,014,370 $1,538,632 $1,317,604 +30 —14 dividends, a deficit of 19 

cents per share was in- 
* Net income is reported before depletion charges in some cases. curred on the common 
stock. According to D. W. 


























general the impact of increased taxes despite larger 
sales. In other words, the narrowing of profit mar- 
gins was quite significant, and this may carry in- 
creased weight in the near term. 

A clearer insight of varying influence of income 
taxes and EPT, volume trends and other factors on 
operations in the first quarter, can best be attained 
by studying the experience of individual companies. 
On another table we list statistics relative to a num- 
ber of important concerns, including their sales and 
earnings for five consecutive quarters. 

Allis-Chalmers Manufacturing Company in the 
first quarter of 1951 had sales of $87.5 million, about 
18% more than the year before but showing rela- 
tively little variation from the last three quarters 
of 1950. Net earnings of $4.5 million equalled $1.70 
per common share after preferred dividends and 
represented 5.2% on volume compared with a spread 
of 6.7% during all of 1950. In the first quarter of 
1950 $1.62 per share was earned, and a top of $2.79 
in the third quarter of last year usually the best for 
seasonal reasons. In all of 1950, the company earned 
$8.72 per share and paid total dividends of $3.25. 
Profits rose despite $9 million more taxes on income. 


Heavy Order Backlog 


As of March 31, 1951, Allis-Chalmers reported 
backlog orders of $179.6 million in the General 
Machinery Division and military orders at the Trac- 
tor Works of $198.5 million, in combination exceed- 
ing total sales of $343.6 million in 1950 by quite a 
margin. Orders of $140.8 million were booked in 
the recent March quarter alone. This large amount 
of business on hand indicates that the company this 
year should attain record volume, provided enough 
materials are available, and the essential character 
of production in all divisions points to official aid 
in this respect. 
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; Frazer, president, how- 
ever, a very heavy production schedule for the bal- 
ance of the year will make it possible to achieve 
satisfactory earnings in 1951. Backlog orders pres- 
ently are the highest in peacetime history, consisting 
of $105 million for locomotives and regular products, 
plus $240 million defense orders mainly involving 
tanks. As DPA recently has allotted large amounts 
of steel to the company, high level operations seem 
assured. 

It is interesting to note that ALCO’s earnings on 
large volume during World War II averaged better 
than the $2.78 per share attained in 1950, the best 
postwar year, although operating handicaps were 
more severe than those in prospect. Since the com- 
pany has a relatively high EPT exemption base, it 
seems probable that quarterly dividends of 25 cents 
a share will prove secure. 

Bell & Howell reported record sales and earnings 
for the first quarter. Volume exceeded that for the 
comparable period of 1950 by 70%, pretax earnings 
rose by 85% and net earnings of 63 cents a share 
gained by 42%. The management has informed stock- 
holders that an internal cost reduction program insti- 
tuted last year has lowered the firm’s break-even 
point on a multi-million dollar scale. At the same 
time, sales of photographic and microfilm equipment 
and microfilms have rapidly increased. 

During 1951, demand for photographic products 
should continue to be large and present supplies are 
ample, but by June 30, the Controlled Materials Plan 
will take effect, and tend to curtail production of 
civilian goods. As a full offset, an anticipated 600% 
increase in Government business should lift 1951 
sales above those of last year. Price controls, in- 
creased costs and a larger portion of lower-profit 
military business, though, will pare the very satis- 
factory 10.4% net profit ratio attained in 1950. There 
seems small doubt that 1214 cents quarterly divi- 
dends will continue, but whether last year’s year- 
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end extra will be repeated remains to be seen. 

Sales of $29.8 million by Bigelow-Sanford Carpet 
Company in the March quarter were up 34% com- 
pared with the year before, but higher material costs, 
fixed selling prices and higher taxes on earnings 
reduced profits to $1.36 per share from $1.41. First 
quarter Federal taxes on income amounted to $1.1 
million compared with $720,000 in the related 1950 
period, thus reducing the profit ratio on sales. As of 
May 9, 1951, the management said that the buying 
rush that began last summer had tapered off and the 
company was adjusting its production schedules 
accordingly. Finished goods inventories were low 
and the backlog of unfilled orders was of moderate 
proportions. 

This leading manufacturer of rugs and carpets 
expects to produce less yardage this year than last, 
although higher prices and increased national income 
may tend to stabilize dollar sales. An effort is being 
made to secure defense work to take up a lag in 


civilian production. The company has entered the 
rayon industry to produce fibers as a substitute for 
high-cost wool and has met satisfactory consumer 
acceptance of carpets that include the synthetic fiber. 
While a relatively high exemption base for EPT is 
a favorable factor, generally increasing costs suggest 
that 1951 net earnings will not equal the record $9.16 
per share of 1950. Conservative quarterly dividends 
of 60 cents a share, though, should be amply earned, 
with possible leeway for a moderate year-end extra. 


Good Business For National Lead Co. 


National Lead Company has reported very good 
business in the recent first quarter and takes an 
optimistic view of prospective results throughout 
1951. Dollar volume of $104.9 million held close to 
the high level of the December quarter and exceeded 
the first three months of 1950 by 68%. This large 
gain in volume, though, (Please turn to page 276) 
















































































































































































Quarterly Comparison of Sales and Earnings — 
—_——1951 i occcmanvsinecsnniosnnensnsteuasnsnasaaiipa 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Per Net Net Per Net Net Per Net Net Net Per 
Sales Share Sales Share Sales Share Sales Net Per Sales Share 
(Millions) (Millions) (Millions) — (Millions) Share (Millions) 

Allis-Chalmers Mfg. $875 $ 170 $915 $ 207 $904 $ 279 $875 $ 223 $740 $ 1.62 
American Locomotive .... 22.9 — (d) .19 440 97 29.6 65 36.7 59 28.3 47 
American Smelt. & Refining. 144.4 3.26 307.7 6.46 77.0 4.25 56.0 3.35 49.0 84 

Beechnut Packing .......... 132 1.14 163 90 19.7 98 17.4 64 15.3 65 | 

Bell & Howell ne ne a ee 3.2 63 | 
Bigelow- Sentard Copel — a. 274 3.27 S254 3.05 22.3 1.43 22.4 1.41 
Burroughs Adding Machine... 26.3 44 249 72 22.0 Al 19.6 25 20.3 22 
Coole... 44 i es 2 63.4 1.96 52.3 1.83 53.2 1.65 
Chrysler Corp. voce 6262 «2153 700.2 ~———a2.60 «815.0 (7.55 484.6 4.75 190.7. (d) .20 
Clark Equipment .. 28.7 212 203 3.07 18.0 2.28 15.5 2.35 14.8 1.15 
Cleveland Graphite Bronze... 13.01.3212. 27—i—“iéi‘iOSCsdDS 172, 8.6 9% 
Elliott Company — ee ee ee! cee” Ce 2 6.8 85 64 «9S 
Firth Carpet .. 8.8 ee ee ae oa ee” eee 5.5 56 
Flintkote .. x ._ — ite ae in ss §€66 lhc 1.63 14.0 70 
General Motors... 1908 —« SE 82S 1.49 1,992.4 2.44 1,963.6 —_—-3.07_—*1,642.6 2.38 
General Portland Cement... 6.7112 68 128 65 6.53 59 159 5.8 1.38 
Goodrich (B. F.) Co. “15771901447 283149. 2.30 121.1 1.69 104.2 1.23 
International Business Mach. 59.9 249 60.1 3.10 538 2.61 51.9 3.22, 48.9 2.64 
International Paper 151.3 1.73 144.0 1.91 1235 195 1176 1.94 113.3 1.70 
Lehigh Portland Cement 8.0 Ad === 13.30 1.20 13.1 109 6.0 37 
McGraw Electric ............ 225 183 224 234 226 247 18.2 2.1 17.0 _ 1.92 
Minonpale Ventresll ten, 340 1.23 349 99 «304.272, 1.16 19.5 «92 
Minnesota Mining & Mfg........... 44.3. 53 427 BG BB" 61 32.2 .54 
Motorola, Inc. cece 466 292 526 3.28 54.1 478 «347 3.29 35.8 3.21 
National Lead ......... 104.9 1.36 105.9 2.08 93 72 762 2.24 62.1 1.30 
National Supply .......... A718 BS 2G ANH 8B OT 47 
Otis Elevator «0.0... ‘181 1.04247 1.01 19.20.5184 1.19 23.6 «84 
Parke, Davis & Co......... a” a 29.7 88 274 «93 25.0 95 23.5  —_—«89 
Penick & Ford.......... ; 126 88 18 1.04 12.1 138009 72S CT 
Pennsylvania Salt Mfg... 12.4 130-103 49 10.1 1.23, 10.4 27 90 1.18 
Philco Corp. 113.5 1.21 106.1 1.28 82.1 108 675 74 794 1.13 
Scott Paper 30.1 84 2A 78 23.1 110 £237 °&®°#«'109 235 75 
Seaboard Oil 8.2 1.49 8.0 1.91 72 —siAS 6.5 103 63—«iw 
Sharon Steel ... 42.9 3.03 41.1 2.14 36.2 292 312 3.19 26.8 1.38 
Sutherland Paper ................ 13.4 2.41 10.7 2.05 10.3 2.10 9.8 2.12 8.5 aes 39 
Union Carbide & Carbon.......... 2247 1.01 221.3 86 206.0 134 171.1 116 1596 9S 
United Airlines 0.0.00... 28.1 61 28.4 1.05 31.2 1.99 26.0 88 18.3 (d) 1.01 
. 3 “re 211.9 441 208.8 4.25 196.0 3.24 161.1 2.06 130.3 1.49 
Western Union 48.9 1.81 50.0 2.75 48.0 1.90 46.1 2.41 42.3 19 
Westinghouse Electric ......... 290.4 1.05 284.3 1.98 271.7 1.52 239.9 1.05 223.9 87 
Wrigley (Wm.) Jr. & Co............. 18.0 1.27 16.3 93 20.5 1.77 18.0 171 17.2 1.70 

(d)—Deficit. 
TE 
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Our Towering 


.... DEBT 


—ITS SIGNIFICANCE 
TO THE ECONOMY 


By JOHN D.C. WELDON 


PF ike most postwar years, 
1950 has been a year of 
heavy debt increase, bring- 
ing the outstanding gross 
public and private debt to 
a new all-time high esti- 
mated at close to $535 bil- 
lion. This is $22 billion more 
than it was at the end of 
1950 has been a year of 
Federal Government for it 
either, for the Federal debt last year has shown no 
significant net change. The increase occurred almost 
chiefly in the area of private debt—corporate and 
individual—which rose almost $20 billion. The bal- 
ance was incurred by state and local governments. 

Even these days when billions are commonplace 
and when inflation tends to distort their significance, 
this is no small potatoes. That goes for the entire 
postwar debt rise. At the end of 1945, the total debt 
was $464 billion or $70 billion less. The public debt 
by 1950 had actually dropped some $20 billion— 
solely because of a decline in the Federal debt while 
state and local indebtedness rose about $7 billion. 

But the private debt—corporate and individual— 
soared by fully $90 billion or almost 60%. It is this 
latter rise, and its acceleration in 1950, which again 
poses the question whether the country is danger- 
ously swamped with debt which may eventually 
become the noose to hang us, economically speaking. 
After all, corporations owe $40 billion more than 
they did in 1945—roughly a 40% increase. Individ- 
uals owe $50 billion more—their debt more than 
doubled in the five-year period. 

The latter means that Americans have their names 
on more IOU’s than ever before in history. The 
country had a wonderful boom, particularly in hous- 
ing and consumer hard goods. But most of the mil- 
lions of new postwar homes are mortgaged to the 
roof and their doorsteps—figuratively speaking—are 
crowded with instalment collectors. This does seem 
a bit ominous, doesn’t it? After all, we cannot live 
on the cuff forever, and debts have to be paid off 
some day. Can it be done without upsetting the 
economy ? 

There can be no categorical answer to this ques- 
tion but it highlights the extent to which this coun- 
try has committed itself to a high and rising national 
income. Were national income to drop to any appre- 
ciable degree, we certainly would be headed for 
trouble. Even this year, should a reversal in the 
overall debt uptrend occur, some wobbly times may lie 
ahead. What will happen to the debt situation can 
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mean a good deal to 
the economy in 
1951. 

_It is obvious that the postwar rise in debt pro- 
vided a strong prop to the boom, and it also fostered 
inflation. One might say that this, which after all 
produced a constantly rising national income, en- 
abled us to carry our snowballing debt load so far 
without difficulties. Whereas the corporate debt in- 
creased some 40%, pretax earnings advanced almost 
50% between 1945 and 1950, and earnings after 
taxes rose some 150%. In other words, high income 
plus low interest rates has been keeping the debt load 
fairly comfortable. 

Compared to 1929, the corporate debt load is only 
about 380% higher but supported by nearly four 
times the pretax earnings and carried at roughly 
only half the money cost. That is not a bad picture at 
all. It would require a drastic drop in corporate 
income—not now foreseen—to render the debt load 
really uncomfortable. This of course applies to cor- 
porate business at a whole. Some individual situa- 
tions are likely to be less favorable. 

When it comes to individuals, the picture is some- 
what different. Their debt has risen from $55.4 bil- 
lion in 1945 to an estimated $105.4 billion at the end 
of 1950 with enormous increases in consumer and 
mortgage credit. Together, the latter two items 
come to about $85 billion or 43% of 1950 disposable 
income compared with 39% in 1949. Back in 1945, 
the ratio was only 24.7%. In 1929 it was 46.4%. 


The Rising Debt Ratio 


The ratio, in other words, has been veering back 
to the high side. It may not be a threatening one at 
this point since personal incomes are still rising and 
liquid assets of individuals remain substantial 
though lower than in earlier postwar years. But any 
future decline in disposable income would certainly 
intensify the pressure of debt requirements on cur- 
rent income and thereby lead to further deteriora- 
tion in consumer sales. 

Already consumers are buying less, partly be- 
cause they are “overbought” but also because they 
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feel the effect of high living costs and higher taxes. 

During the first quarter, disposable income was 
at an annual rate of $216 billion which would re- 
duce the private debt ratio to 39%. The question is: 
Will the second, and even more the third quarter, 
see a maintenance of this income figure or will it, at 
least temporarily, decline? The latter would not sur- 
prise if one contemplates the increased lay-offs of 
industrial production workers because of materials 
shortages, the relatively slow business in certain soft 
goods industries, and the time lag involved in getting 
defense work going at a speedier clip. 


Pressure of Debt Requirements on Income 


There is evidence that pressure of debt require- 
ments on current income is already adversely felt. 
The fact that in postwar years until recently, the 
mounting individual debt had no deterrent effect on 
the steady upward climb of business can hardly be 
of prophetic significance as far as the intermediate 
term outlook is concerned. 

One segment of the individual debtor army, the 
farmers, seem in relatively better position, for they 
face a definite prospect of rising farm income. Both 
their mortgage and short term debts rose last year 
and particularly after Korea, there was a new up- 
surge in credit use which by the end of 1950 had 
carried the farmers’ short term debt up about 20%. 
The farm mortgage debt now stands close to $6 
billion and the short term debt at about $6.5 billion. 
Factors inherent in the defense program will likely 
tend to maintain a high volume particularly of the 
short term debt. 

Now let’s look at the debt of state and local gov- 
ernments, which increased about $2.5 billion last 
year to an all time high of about $23.5 billion. The 
inflation threat inherent therein, as in other debt 
formation, has already caused Economic Mobilizer 
Wilson to plead that states and municipalities float 
no loans now for projects that can be postponed. 

As it is, municipal borrowing has been rising 
steadily since 1946, from less than $2 billion to 
$5.25 billion last year, mainly reflecting heavy post- 
war construction. Similarly, there has been heavy 
borrowing by states which increased their outstand- 
ing debt at the end of fiscal 1950 to $5.26 billion 
from a postwar low of $2.36 billion in 1946. Expendi- 
tures generally have been outpacing revenues with 
the biggest reason found in state welfare programs. 

Taken in conjunction with a Federal debt of over 
$256 billion and a local governmental debt in excess 
of $18 billion, the uptrend in state debt augurs fiscal 
trouble, particularly since all these debts are on the 
rise in prosperous times when inflated revenues 
should make it possible to pay off old debt. This is 
not the case. 


Mounting Welfare Programs 


Although some of the postwar increase in such 
debt has been due to construction of public works 
projects, especially highway construction, delayed 
by the war, this activity has not been of greatest 
importance in the debt rise. There have been new 
factors such as veterans bonuses in the case of vari- 
ous states, mounting welfare programs both at the 
state and municipal level and—inflation which has 
materially lifted the cost of all governmental activ- 
ity. While the debt situation of local governments, 
by and large, is not critical, there is no telling what 
might happen in the event of a substantial economic 
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recession. Fortunately, no such thing appears in the 
offing at this time. 

As a glance at the accompanying charts will show, 
the largest increase in the private debt totals 
stemmed from the sizeable rise in individual debt 
represented by residential mortgages and consumer 
credit. By the end of 1950, the former had reached 
a total of some $65 billion, and outstanding con- 
sumer credit has exceeded $20 billion, gains of $8 
billion and $3.3 billion, respectively, for the year. 
Farm indebtedness also rose and there was a con- 
tinued expansion in state and local government debt 
while the Federal debt showed little change. 

Short term corporate debt soared some $5 billion, 
reversing a similar decline that occurred in 1949. 
Just as in the latter year, needs for external financ- 
ing to hold inventories dropped abruptly incident to 
the “inventory recession” during the forepart of 
1949, such needs rose (Please turn to page 275) 
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appening. ‘aah 
Washington og 


SENATE committeemen inquiring into the MacArthur 
firing have come through with convincing evidence 
that, however political the idea of full-dress probe 
may have been, they have risen above politics in 
carrying the inquiry along. The test came when 





WASHINGTON SEES: 


The crime investigation and the MacArthur 
probe have been “good theater” to employ a 
Broadway term, but they have proved to be so 
distracting that congress has been letting its 
legislative housekeeping slide and now is faced 
with the necessity of an almost impossible speedup 
or loss of part of the summer vacation. 

Meanwhile, it is a certainty that some func- 
tions of government will be continued under spe- 
cial emergency bills awaiting the day when the 
lawmakers decide to give them formal continu- 
ance, or abandon them. The new fiscal year is 
less than one month off—July 1—and the slow 
pace at which the tax bill is traveling, points up 
the likelihood of payless paydays for govern- 
ment workers and transaction of federal busi- 
ness “on the cuff.” 

There is a whole batch of foreign affairs bills 
which must have attention; some of them will have 
extremely close attention, for several are highly 
controversial and the debate may be long and 
acid. Military and economic aid must be renewed 
by midnight of June 30, or it is out the window, 
and that prospect makes the State Department 
shudder. On the home front, the Defense Pro- 
duction Act is probably the major piece of pend- 
ing legislation, and its extension won't be voted 
without a hard fight. Reciprocal trade agreement 
legislation must be passed by June 12 or this 
global arrangement goes into history. 

Congress has shown it can work with speed 
when the need exists. Difficulty is that hurried legis- 
lation frequently proves to be bad legislation. 











7 6s LEGISLATIVE OUTLOOK 


By E. K. T. 


General Omar Bradley declined to reveal the details 
of a White House meeting with Prsident Truman. 
The issue became one of warm contest, eventually 
went to a vote. General Bradley was sustained in 
his refusal. But the point is that six republicans 
voted not to force disclosure, the same number as 


voted the other way. And two democrats favored 
making Bradley tell all. 


DEFENSE mobilizers are moving into a zone of diffi- 
culty. They realize it, have no particular plan to 
overcome the problems, but are hopeful. Fact of the 
matter is that the country hasn’t felt the impact of 
controls or materials scarcity to any appreciable 
degree—but is about to. There is a point in a pre- 
paredness program at which civilians begin to feel 
the pinch, and that time is just around the corner. 
Mobilizer Charles E. Wilson will be criticized for 
not preparing the public, for creating the impres- 
sion that a 60 billion dollar military program and 
a normal civilian economy can exist together. And 
that seems to be today’s impression. Wilson will 
need the tough skin he boasts. 


DECISION of the house ways and means committee to 
recommend that an annual license fee be exacted 
from race bookmakers and numbers writers, and 
that they be statutorily commanded to pay taxes on 
their transactions can be put down only as a tongue- 
in-the-cheek gesture by the committemen to present 
a tax bill with substantial revenue guaranteed—on 
paper. Included in the terms of the law is the pre- 
posterous suggestion that gamblers of this ilk, ope- 
rating in states where race betting is not legalized, 
will come forward and formally apply for licenses 
to violate the law. Bureau of Internal Revenue 
spokesmen when convinced it wasn’t a joke said: 
“If congress passes it, we’ll do our darndest to 
enforce it.” 


SENATOR TAFT’S announcement that he will look over 
the situation for several more months before an- 
nouncing whether he will seek the GOP presidential 
nomination (he’s already said he would welcome it 
if it comes without a fight) was a surprise to work- 
ers on the lower level of his very active political 
organization. His “yes” to the big party question 
was due July 1 or thereabouts. 
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political dynamite in opposition to bond issues to fund 
veterans bonus grants are privately pleased by Defense 
Mobilizer Wilson's attitude toward increasing local debt. 
Wilson provided a way out for the governors and mayors by 
appealing for postponment of all projects involving 
borrowing, if they are postponable. The request is placed 
on a patriotic basis, in support of the defense effort, 
and the politicos can plead they must go along. 


















































Bonus bills are the ultimate in inflationary 
effect. There is abundant recent history to support that 
thesis, nationally and in the states. The automobile, 
realty, radio-television, and appliance markets feel the 
first impact of the "new" money -- areas of trade largely 
subject to price fluctuation and, in some instances, 
sensitive to scramble for scarce material. If more than 
one million dollars is involved in the bonding, postpone it, 
Wilson urges. This is going to mean less money for the 
present going into recreational facilities, war memorials, and modernization of local 
services which can wait. 



























































































etails 
caus The National Credit Restraint Committee assisting the Defense Mobilizer will 
ed in | Rave no difficulty on the bonus matters and items plainly falling within the luxury class. 
icans | West Virginia, planning a 67.5=million dollar borrowing for veterans' bonus has found 

er aS Jno enthusiasm among underwriters and probably will be the first state to feel the effect 


vored fof the new policy. Since there's nothing compulsory in the setup, the investment 





























; houses may take a different view toward hospitals and schools -- if the need is 
diffi- | demonstrated. 
in to 
Spe Because reluctance to say no is natural, the Wilson office is planning a heavy 
iable appeal campaign to governors, mayors, and county officers to take the initiative in 


pre- | tabling all but the most essential of their projects. Guidepost recommended is: Will 
) fee] J this outlay make a substantial contribution to defense or public health? 

rner. 
| for Congress and industry have granted pensions for decades without knowing very 
pres" much about the subject. At least that's the conclusion of the congressional Joint 


and ; ; F : 
And Committee on the Economic Report. And having so concluded, the congressmen have com- 


























will |missioned National Planning Association to research the matter thoroughly, marking out 
several highways for exploration and directing that the by-ways be toured as well. 

ee to First use of the results will be as an adjunct to review of wage stabilization measures. 
icted | Congress and business don't know for certain, at this point, whether private pension 

and |systems prevent shifting of manpower (to avoid loss of pension), and if so whether they 









































» : 
a. increase labor costs or lessen the pressure for higher wages. 
sent 


eee Federal old-age insurance will be placed under the planners microscope. 

pre- Under existing law, persons under 75 years of age are not eligible for benefits if they 
ope- Jearn $50 or more a month in covered employment. Current demands for manpower being 
ized, |what they are, Some congressmen would prefer to knock out that restriction. On somewhat 


























ae the same theory, these lawmakers are looking with disfavor upon private pension systems 
‘aid: which have compulsory retirement provisions governing men of stated age. Many of those 


t to |SQ retired are capable of continuing for many years and, it is argued, the benefits of 
their experience go down the drain. 











over 
an- It wouldn't be surprising, says The International Association of Machinists, 
ntial if Economic Stabilizer Eric Johnston gets the gate from Defense Mobilizer Charles E. 
ob Wilson. The reason: Johnston wants to cut business profits, hold the line against higher 
teal ceiling prices for manufactured goods until industry profits are down to 85 per cent of 
tion |the pre-Korean level. That's good, says labor. Johnston also suggests farmers change 


their parity adjustment system from once a month to once a year. Labor doesn't approve. 
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Furthermore, Johnston would cancel agreements or future wage adjustments which would 
take place automatically. On this point: "Labor and farmers share a deep mistrust of 
the Johnston formula." 











And while the union is in a critical mood, it suggests that the democratic 
party (which it consistently supports) be looked over to decide whether it's getting too 
rich. It used to be, says IAM, that the republican party received all the big checks for 
political contributions and the democrats had to scramble to pick up enough hay to 
keep the donkey going. But today, runs what sounds like a mild protest, reports to 
congress show that the demmies have a gilt-edged rooting section also with names 
familiar in the oil, tobacco, movies, brewing, patent medicine, textiles, airlines 
and sugar industries. All of which leads to this summary: 

















"The Democratic sortone’ Committee, which so long prided itself on being 
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it has won over to its point 3 view. Nevertheless, as s always happens, “there are probably 


few Doubting Thomases who are wondering whether the party has taken over the wealthy 
the wealthy have taken over the party." 
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Labor Secretary Tobin has his official colleagues wringing their hands. In 
the departments and in congress, there has been a united effort to stem the flow of 
argument that this or that, which had no standing in normal times, must now be brought 
about because it is "essential to the war effort." For the most part the drive has been 
against "phoneying" a defense connection with certain highway, bridge, or harbor 
construction. Tobin introduces a new twist: the Taft-Hartley Act, which congress has 
consistently refused to disturb, Should be repealed to "aid the defense effort." 


























The Cabinet member professes to see T-H Act creating antagonisms between 
management and labor, and bitterly resented by workers. He prefers return to the 
Wagner Act as a means by which, he said, real collective bargaining can be reinstated 
and production stoppages avoided. That's the defense connection: production stoppages 
must be ended. Records at his own office show that there are no serious bottlenecks 
today in defense output which are traceable to labor-management relations. 
































The proposal to withhold at the source, income tax on corporate stock dividends, 
seems likely to be written into the Revenue Act. The ways and means committee has ap- 
proved it and the house already is on record as favorable to the idea -- it passed a 
10 per cent dividend withholding bill last year but the senate refused to go along. 
Backers of withholding say conditions this year are not the same as last; that the senate 
will be compelled by the force of demands for more tax money. Treasury estimates it 
loses several hundred million dollars each year because dividends are not reported as 
income by many of the recipients. Chief objection to the bill comes from corporations 
whose paper work will be markedly increased. 















































The answer to the Soviet Union's "get tough" policy toward the democratic 
nations is in the same vein, but tougher. The UN General Assembly lost no time in 
calling on its membership for a ban on export of war materiel to the Chinese; England put 
an end to rubber shipments to that nation and was looking around for other means to 
effectuate a policy that might overcome unfavorable reaction to past deals; and the 
U.S. Senate wrote off any further economic aid to countries which ship war material to 


Russia or its Satellite countries -- which, of course, again includes China. 
































With the republican convention time and place fixed, the drive for delegates 
already is on and it would be surprising to the political novices ,but not to the old- 
timers, to find the GOP bush-beating concentrated in the southern states. The 10 states 
of the Solid South will send almost 15 per cent of the delegates to the Chicago conven- 
tion in 1952. Ina close contest, they could prove to be the balance of power in naming 
a ticket for which their states most likely wouldn't vote anyway. But the politicos are 
looking for delegates, not electoral votes, at this point. Given the nomination, any 
candidate is willing to take his chances on the election. Southern states have been 
Strong for Robert A. Taft in the past. 
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By OWEN ELY 
Uiaity stocks have attracted little speculative 
interest this year, except for occasional activity in 
holding company “special situations” such as Ameri- 
can Power & Light or International Hydro-Electric. 
On the other hand, there has been some good invest- 
ment demand from pension funds, trust funds, in- 
surance companies and other large investors, which 
has helped to “mop up” a large amount of new stock 
put out by utilities to raise construction money, 
either through straight sales or subscription offer- 
ings. Following are the amounts of new stock offer- 
ings of electric and gas utilities (in millions) : 


Sold to Offered to Total 

Public Stockholders Offerings 
January ~ $ 9 $ 9 
February _ 19 19 
March $14 74 88 
April 48 36 84 
Total $62 $138 $200 


Thus the market has absorbed some $200 million 
of new stock (plus a small amount in May) without 
causing a break in utility prices. The Dow Utility 
Average showed a sagging tendency during March, 
along with the Rail and Industrial Averages, but 
since then it has continued to make a line around 
the 42 level, refusing to participate much in both 
the ups and downs of other major groups. 

What about the outlook for the balance of this 
year? This would seem largely dependent on the tax 
load which the utilities are forced to carry. For- 
tunately they were let off quite lightly on excess 
profits taxes, and the electric utilities’ disbursement 
for this tax amounts to only about a million dollars 





JUNE 2, 1951 


SPP oo oe SD DOO OOOO SOS SO SOS SO SOS Pe 
S52505052 $595.5 25 525.525.2525 5 5525S SR 
0,2, B28 o, 


65 


ocozetatetete 
SKS 
SKS 
QOOOOY 
SRO 
SKK 


VV Vv 


vv 

















a month compared with some $55 million for the 
regular Federal income tax. Nevertheless the con- 
stant increases in the regular income tax rate impose 
a heavy strain on the utilities. In January, total 
taxes of all kinds were 24% over last year, and in 
February 30°:. In the latter month Federal taxes 
on income (including EPT) were $56 million com- 
pared with $37 million last year, a gain of about 52%. 

Fortunately, the electric utilities were able to off- 
set the jump of $23 million in taxes in February 
because of the rapid growth of the business, by good 
luck with their fuel costs, economy in maintenance 
work, etc. Residential sales (kilowatt hours) were 
up 16°. There were about 5% more homes to service 
and each householder used about 10% more elec- 
tricity than last year to run the various gadgets he 
had been buying—TV sets, electric ranges, big re- 
frigerators, freezers, etc. Industrial sales, including 
the huge demands for special defense activities 
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= —_ a —— sai —s 
1950 Key Statistics and Ratios 
Consoli- 
dated 
American Cincinnati Cleveland C Cc li Elec. Lt. Dayton 

Gas & Gas & Elec. wealth dated & Power Power 

Elec. Elec. Ilium. Edi Edi of Balt. & Light 
PLANT VALUE (MILLIONS) GROSS.......... : $694 $189 $271 $1088 $1478 $248 $139 
Depreciation Reserve ‘i : 148 48 74 267 275 53 24 
intangibles , iia scidasesssy ‘ Osi, =e eer 9 12 ree 
Net Plant Account... cececeeeeeees : 542 141 191 821 1194 183 115 
CAPITAL RATIOS 
Ratio of Senior Securities to Net Plant eee 64% 46% 50% 58% 47% 64% 45% 
Senior Securities to Total Capitalization...................... 55 42 45 52 44 51 43 
Preferred Stock to Total Capitalization Sarioossaws 11 17 12 14 13 21 
Common Stock to Total Capitalization . ve 34 41 43 48 42 36 36 
ANALYSIS OF REVENUES—Electricity % : seevsnsucs 100% 65% 95% 88% 76% 72% 69% 
Gas % bsspiccepuseees anoasdensesestieptoies 33 ace aT 18 26 27 
Miscellameous Yo i cccccccccccceecccccucceuceuscveeuceneees  weuuee 2 5 1 6 2 gq 
INCOME ACCOUNT 
Gross Revenues (Millions) i setespbvevaseccesveescis OSS $69 $70 $271 $393 $79 $43 
Operating Expenses (including purch. power or gas). 67 36 32 133 177 47 aa 
Maintenance siceeeaeuatocaabebSiunedesedeters 14 4 5 17 40 NA 2 
Depreciation : sesiaseasmyeeeane 18 4 7 26 36 5 3 
Taxes—Federal Income : 17 8 7 22 26 8 4 
Taxes—Other ‘ 15 5 6 33 60 A 3 
Net Operating Income (after all taxes) 37 12 13 39 54 12 9 
Fixed Charges, Etc. (less miscell. income) 13 2 2 10 15 2 2 
Net Income ae 24 10 iW 29 39 10 7 
EXPENSE RATIOS 
Ratio Depreciation to Gross Revenues 11% 6% 10% 10% 9% 7% 7% 
Maintenance to Gross Revenues . 8 6 rf 6 10 ’ f 6 
Combined Ratios ; sb 19 12 17 16 19 14 13 
Operating Ratio (including taxes) eee 78 83 82 85 86 85 81 
EARNINGS RATIOS 
Ratio Net Operating Income to Net Plant 6.9% 7.7% 6.3% 4.8% 4.4% 6.2% 7.2% 
No. of Times Fixed Charges Earned After Taxes 2.91 7.00 6.46 3.42 3.76 4.90 7.51 
Earned per Share on Common Stock in 1950 $4.86 $2.96 $3.40 $2.12 $2.44 $1.86 $2.83 
SOURCE OF ELECTRIC POWER—% Purchased... 0 ees 1% 2% 27% 6% 
SALES OF ELECTRIC POWER (% of Total) 
Residential & Rural : ss 32% 33% 28% 30% 34% 30% 35% 
RUSRMMINRRNON 555 5 2hscousi00ssteedernsnkesdenigxtbeosiesvavecene ssa iendcvenccoseess 15 14 16 22 (a) 29 23 
industrial ses auupties sa eevanucaseavesspeupesuressnee 44 44 44 34 55 31 26 
BE of tccsd pt 2pnuascsacaBuctsbwernssapsven'sssaupiencsasuss’aceudstadescereeoess 9 9 12 14 iW 10 16 
COMMON STOCK—Recent Price... eee. $53 $35 $43 $29 $31 $25 $32 
Indicated Dividend Rate ooo... ecceceeeceeeeeeeeee $3.00 $2.00 $2.40 $1.60 $2.00 $1.40 $2.00 
PINE NINN Sis ss liissy ca dned eben svesesacnaucsdellvesuswanceolexeosbanes 5.7% 5.7% 5.6% 5.5% 6.5% 5.6% 6.3% 
PCN MII MIS INTO os 5.5525 0e ccc gescadasecsasuseeeereecdbsueisoddscs ee 10.9 11.8 12.6 13.7 12.7 13.5 11.3 





(a)—Included in industrial figure. 


(b) In process of reclassification; includes an undetermined amount of intangibles. 








(atomic energy projects, aluminum refineries, etc.) 
gained nearly 21%; other sales, such as commercial 
and wholesale, increased at a slower pace, and the 
average gain for all sales approximated 15%. 

But revenues in February gained more slowly 
than KWH sales, unfortunately—apparently for the 
reason that much of the increase in sales reflected 
more intensive use by each customer, thus giving 
him a lower bracket rate under the rate schedules, 
many of which were designed years ago when utili- 
ties were anxious to stimulate sales. 

In February, fuel costs were up only 9% com- 
pared with the 15% increase in output—a remarkable 
showing considering rising coal prices. The result 
may have been due to the more efficient generators 


244 


now being installed, a more plentiful supply of water 
for hydro power, etc. The utilities were also able to 
economize a little on labor, since the new generators 
need very little supervision as compared with the 
old. Salaries and wages were up about 11%. Other 
expenses increased only 4%, indicating perhaps that 
maintenance work is being reduced due to the better 
equipment now available, or because of delays in 
getting cables and other needed materials. 

Thus despite the huge tax load, the utilities were 
able to carry down part of their revenue gains to net 
income which increased 3.4% in February. However, 
January had shown a slight decline in net. Details for 
March are not yet available, but for the first quarter 
as a whole, the Federal Power Commission reports 
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of Important Utility Companies 














Indianapolis Pacific Philadel- Public Public Southern Utah Virginia 
Detroit illinois Power Ohio Gas & phia Service Service Calif. Power& Electric 
Edison Power & Light Edison Elec. Electric Elec. &iGas_ of Indi Edi Light & Power 
$510 $196 $101 $311(b) $1404 $592 $600 $178 $593 $112 $250 
107 21 20 58 277 104 144 22 112 17 31 
a 6 6 9 16 y 15 3 1 , sens 
399 169 75 244 1111 481 441 153 480 92 219 
58% 56% 69% 58% 56% 50% 64% 50% 50% 63% 52% 
52 50 56 47 51 47 55 48 47 60 58 
: 12 14 19 20 14 5 18 28 19 
48 38 30 34 29 39 40 34 25 40 23 
96% 79% 90% 98% 70% 87% 75% 100% 100% 100% 95% 
1 20 duces 29 11 25 5 
3 1 10 2 1 2 
$150 $46 $28 $86 $237 $156 $186 $45 $105 $21 $62 
81 19 12 33 97 64 82 19 35 9 28 
13 3 2 7 12 12 20 3 8 NA 5 
10 5 3 9 28 16 14 4 12 2 oo 
9 5 3 11 19 21 14 5 12 2 5 
13 a 2 6 31 9 24 a 14 3 5 
24 10 6 20 50 34 32 10 24 = 13 
a 2 1 6 12 5 1 2 a 1 3 
17 8 5 14 38 29 21 8 20 a 10 
7% 11% 9% 10% 12% 10% 8% 9% 11% 7% 7% 
8 6 7 8 5 7 11 6 8 NA 7 
15 17 16 18 17 17 19 15 19 NA 15 
84 78 79 77 79 78 83 77 78 75 78 
6.1% 5.4% 6.8% 7.3% 4.5% 6.9% 6.8% 6.5% 4.8% 5.6% 5.9% 
3.68 3.53 4.18 4.17 3.92 6.29 3.08 5.09 4.41 4.26 4.78 
$2.18 $2.91 $3.61 $2.98 $2.51 $2.31 $2.06 $2.54 $2.97 $2.75 $1.86 
1% 21% ar 18% ee | ecaaas 9% 20% ee 
36% 40% 31% 33% 30% 30% 34% 32% 34% 42% 29% 
29 25 28 23 23 23 29 18 22 21 27 
31 26 36 37 38 33 33 34 34 26 29 
4 9 5 7 9 14 3 16 10 11 15 
$22 $34 $31 $32 $32 $28 $22 $27 $33 $28 $21 
$1.20 $2.20 $1.80 $2.00 $2.00 $1.50 $1.60 $1.80 $2.00 $1.80 $1.20 
5.5% 6.5% 5.8% 6.3% 6.3% 5.4% 7.3% 6.7% 6.1% 6.4% 5.7% 
10.1 11.7 8.6 10.7 12.8 12.1 10.7 10.6 11.1 10.2 11.2 





(NA)—Not available. 
eee ee 








that net income was off slightly. 

Moreover, share earnings would not make as fa- 
vorable a showing as net income in most cases, since 
many companies have a larger number of shares now 
outstanding than a year ago. A tabulation of 41 
electric utility earnings statements for the first quar- 
ter shows that share earnings were down for 24 
en even with last year for two, and higher 

or lo. ; 

The House Ways and Means Committee has now 
proposed a 52% tax rate compared with 47% con- 
tained in the 1950 law (applicable to 1951) and the 
original post-war rate of 38%. But some of the 
utilities have already been accruing to a 50% rate, 
in anticipation of an increase. (It is possible that 
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the House or Senate may reduce the rate of 50%.) 
Also, taxes in the last four months of 1949 were up 
sharply, since the old rate had been accrued during 
the first nine months and the full adjustment was 
made in the last four months. 

Hence it seems unlikely that the increase in the 
tax burden will prove much heavier over the balance 
of this year than it did in the first quarter. Other 
factors being equal, first quarter results may be con- 
sidered fairly representative for the year as a whole. 

It is possible of course that fuel costs may rise 
further, reflecting the recent upward trend of coal 
and oil prices. Renewed drought in the Southwest, 
reducing hydro output, may mean higher fuel costs 
for that section. On the (Please turn to page 272) 
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FIVE COMPANIES 
That Should Earn 


MORE IN 1951 


— DESPITE HIGHER TAXES 


SELECTED BY OUR STAFF 


Wie first quarter income of many corporations 
has reached new highs, results in that period are 
admittedly no reliable clue to full 1951 earnings. 
Generally speaking, the trend of corporate earnings 
in 1951 will be downward, what with higher cor- 
porate income taxes, EPT, rising wage costs in the 
face of price controls, conversion problems in some 
cases, shifts to defense output with limited profit 
margins, material supply problems, possible man- 
power shortages and the impact of restrictions on 
output of civilian goods. While this need not indicate 
anything like a disastrous drop in net profits, it does 
point to a downtrend, particularly in the third and 
fourth quarter. But as in everything, there will be 
exceptions to the general rule, and such exceptions 
are bound to attract investor interest and make for 
better than average market performance. 


There are a number of industries which by their 
very nature are likely to have rising sales this year. 
Among them are the aircraft and railroad equipment 
makers, truck manufacturers, the airlines, certain oil 
companies, to mention some of the more obvious 
examples. Aircraft builders have enormous order 
backlogs; so have the rail equipment makers after 
an extremely dull period in the first half of 1950. Air- 
lines are breaking traffic records, and the truck manu- 
facturers, in the doldrums until after Korea, are 
once more busy with heavy defense orders. Big order 
backlogs alone are of course no absolute guarantee 
of higher net profits. Even if they are translated into 
capacity operations, taxes and profit margins remain 
of paramount importance. Hence the need for care- 
ful study in any selection of companies which show 
promise of earning more this year than last. 


Our research staff has just completed such a study 
and as a result, we present to our readers five com- 
panies which should “fill the bill.” In each case, de- 
mand and sales prospects are excellent, profit mar- 
gins should be at least adequate, management is good 
and finances are strong. Above all, these companies 
have relatively favorable tax positions. On this and 
following pages, we briefly comment on their present 
status and outlook, and present pertinent statistics 
and charts. 
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CRUCIBLE STEEL OF AMER. 


Price Range 
1929 — 1935 
High — 1213 
Low - 6 





Tool 





Funded Debt: $23,255, 
- $5 Cv Pfd: 310,575 - $100 
Shs .° Common: 488,681 - no 


Fiscal Year: Dec.” 





THOUSANDS OF SHARES 





1945 1946 1947 1948 


















CRUCIBLE STEEL COMPANY OF AMERICA 


BUSINESS: Company is a well integrated producer of high grade steel, 
primarily specializing in output of alloy and carbon steels. Stainless steel 
also is produced in volume. 


OUTLOOK: Exceptionally heavy demand for Crucible Steel’s specialties by 
a wide range of tool manufacturers and producers of virtually all durables 
for civilian and military use, indicate high level volume throughout the 
current year and for an indtfinite period beyond. The main limiting factor 
to possible capacity operations is the current critical supply of certain raw 
materials, such as nickel and cobalt, but assurance of full Federal coopera- 
tion should minimize this handicap. Outlays of about $46 million in postwar 
for plant expansion and modernization place the company in excellent posi- 
tion to enlarge output and volume this year, granted reasonable materials 
supply. To judge from operations in the first quarter, when shipments were 
of record proportions and net earnings of $4.34 per share were attained 
compared with 76 cents in the March quarter of 1950, 1951 has started 
very auspiciously. Bookings of new orders are far ahead of last year. 
Since only 498,454 shares of common stock are outstanding, heavy leverage 
in a good year can bring about a sharp rise in per share earnings. The 
good first quarter report shows that Crucible is comfortably meeting the 
impact of increased income taxes and EPT. While it can not be assumed 
that quarterly earnings will continue at the first quarter rate, 1951 net 
could well exceed the $9.74 per share of 1950, perhaps by a considerable 
margin. 


DIVIDENDS: During World War II, cash dividends were paid, but since 
then earnings have been retained to finance expansion. Quarterly stock 
dividends of 2%, though, have been declared to date in 1951. 


MARKET ACTION: Recent price—39 compares with a 1951 high of 44% 
and a low of 34. The 1946 high was 54%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 








1940 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities .................. $ 13,689 $ 10,315 —$ 3,374 
RTE OD scescssssisisiscesesassesoescenssssesess 8,311 13,360 + 5,049 
Inventories ................00c00 es 19,843 33,770 + 13,927 
TOTAL CURRENT ASSETS .... ois 41,843 57,445 + 15,602 
Net Property ..................... - 40,578 57,365 + 16,787 
Ri ac 55s cchasszsusasseesnbasSeceoeccteass 4,075 3,680 a 395 
Other Current Assets sei rom 4,767 1,607 — 3,160 
IIE css casciessiesiessesstcesserisssiessned $ 91,263 $120,097 +$ 28,834 
LIABILITIES 
ee $ 4,937 $ 7,998 +$ 3,061 
Accruals ............... cas 1,117 3,616 + 2,499 
I oa al scsbaicciuatsnddestisckassessxcats 4,034 8,609 + 4,575 
Other Current Liabilities ........................ 250 1,817 + 1,567 
TOTAL CURRENT LIABILITIES .................. 10,338 22,040 + 11,702 
NON i556 icc cch5m tp shesck eakac i ssebca sie Ss 1,943 2,418 - 475 
Other Liabilities ... - 4,230 529 — 3,701 
Long Term Debt ... 16,000 22,345 + 6,345 
Preferred Stock ..... 33,432 31,057 — 2,375 
Common Stock ....... 11,130 12,217 + 1,087 
ee oars 14,190 29,491 + 15,301 
TOTAL LIABILITIES ... $ 91,263 $120,097 +$ 28,834 
WORKING CAPITAL . w: (9 Ol00D $ 35,405 +$ 3,900 
cs fo | | aR eee 4.0 2.6 — 414 
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GENERAL AMERICAN TRANSPORTATION 


BUSINESS: Primary operations are leasing of tank, refrigerator and specially 
designed box cars to railroads throughout the country. Operation of tank 
terminals and manufacture of freight cars, buses, steel tanks, factory equip- 
ment and plastics lends diversification. 


EL PASO NATURAL GAS COMPANY 


BUSINESS: Company supplies natural and residue gas to at least 45 large 
utility and industrial customers on a long term contract basis, and aside 
from its own production holds long term contracts to purchase gas from 
important oil firms. 


OUTLOOK: Construction of long and large size pipelines from Texas, 
Arizona and New Mexico to the California border is enabling El Paso 
Natural Gas to supply huge amounts to various growing utilities in the 
Pacific Coast area, as well as to principal centers and important mining 
concerns, such as Phelps, Dodge, in states where the gas is produced. In 
the current year, volume should continue to expand measurably due to the 
completion of facilities at the end of 1950 that had cost $39 million. Earn- 
ings should benefit by permission granted tentatively by the Federal 
Powers Commission last fall to increase rates charged to the utilities in 
California. The company this year, exclusive of field sales, will have a 
delivery capacity of more than 900 million cubic feet of gas daily and 
upon completion of current construction, this should rise to about one billion 
cubic feet. Since low rate bonds and preferred stocks have supplied most 
of the capital needed for this $274 million concern, the common stock- 
holders should increasingly benefit by a steady rise in net earnings. Gov- 
ernment and State Commissions are required to allow a 6% return on 
total invested capital. El Paso Natural Gas is favorably situated as to 
excess profits taxes, due to large capital investment or depletion charges. 
Chances are good that 1951 earnings will exceed last year’s $2.32 per share. 


DIVIDENDS: Payments have been regularly maintained since 1936. A total 
of $1.25 per share was paid in 1950, and the quarterly rate this year has 
been raised to 40 cents a share. 


MARKET ACTION: Recent price—26’2 compared with a 1951 range of 
high—28%, low—235¢. The current yield is about 6%. 


OUTLOOK: General American's active fleet of 57,489 cars should continue 
in widespread and steady demand in the current year of expanding trans- 
portation requirements. Higher rates were established late in 1950 and the 
company now has 680 more cars in operation than the year before, about 
half of which are of the new “damage free” type. The order backlog for 
the manufacture of freight cars is big enough to rum through 1951 and into 
1952, and further additions will be made to the GAT fleet. Allocations of 
steel for this production seem assured. Additions to plastics capacity and 
to tank storage terminals should also help to increase volume this year. The 
company has received several important defense orders that should further 
boost gross revenues. A strong financial position is indicated by the fact 
that General American now owns 40,000 cars free of debt, and that depre- 
ciation charges in 1951 should exceed all equipment debt maturities by 
about $1.4 million. Car leasing demand for some time past has exceeded 
fleet capacity and will likely expand. General American earned $4.95 per 
share in 1950 compared with $5.62 in 1949, the decline mainly due to 
reduced manufacturing operations last year. As about $6 per share is the 
estimated exemption base for EPT, and the outlook for much improved 
volume is bright, the management admits that larger earnings are in pros- 
pect, despite heavier taxes. 


DIVIDENDS: During the past 31 years, dividends have been paid without 
interruption. $3 per share was distributed in 1950, and 75 cents quarterly 
dividends seem secure for 1951. 


MARKET ACTION: Recent price—51'4 compared with a 1951 range of 
high—58%4, low—50'2. The current yield is 5.9%. 
COMPARATIVE BALANCE SHEET ITEMS 


December 31 COMPARATIVE BALANCE SHEET ITEMS 
1940 














1950 Change 
ASSETS (000 omitted) December 31 
i $ 191 $ 2,975 +$ 2,784 1940 1950 Change 
Receivebles, Net .... 758 6,383 + 5,625 ASSETS (000 omitted) 
nventories 182 557 + 3,375 iti 1 4+$ 11,738 
TOTAL CURRENT ASSETS .. 1,131 oo +e oo ee ‘oS «(Oo «CO ae 
Property and Equipment 25,644 253,234 + 227,590 eee ¢ : 4 
ee oe... ci 195 71636 + 7,441 Inventories - 4,961 19.693 ++ «(14,732 
Oiliae Aacats. ime ; 306 1,061 oe 755 TOTAL CURRENT LIABILITIES 14,727 47,320 + 32,593 
TOPAL ASSETS: oosciocciicsscscsscsscssssccssssinncnse $ MINS $274,846 4+$247,570 Net Property . 77,999 112,258 + 34,259 
Investment 2,616 3,984 + 1,368 
LIABILITIES Other Assets 2,797 1,135 — 1,662 
Accounts Payable ..................ccccc000.. § 232 $ 2,443 +$ 2,211 TOTAL ASSETS $ 98,139 $164,697 +$ 66,558 
Notes Payable ..... shivinsias paren ussesadseees 520 4,900 + 4,380 
Accruals 5 031 1,366 + 1,335 LIABILITIES 
a NG oso cccsscetkescidescansoosees 870 2,764 + 1,894 A ts Payabl $ 3,213 11,21 a 
TOTAL CURRENT LIABILITIES ............... 1,653 11,473 +e 7.713 , 0 oy pn 
Premium on ‘Common bane ore 11,790 + 11,790 Tex Reserves 1,666 6,690 a 5,024 
WE HNMNTNEINR NOB ooo ooo 0 oes e cass cscneeancstcdvccesce 3,657 2,640 — 1,017 TOTAL CURRENT LIABILITIES 12,592 18,618 + 6,026 
Reserve for Deprec. & Amort. 3,662 23,701 + 20,039 Reserves ve, Rud 1,786 1,100 — 686 
Long Term Debt ....................... 10,825 184,553 -+- 173,728 Other Liabilities 0... 045 034 ‘ei 011 
Preferred Stock ...............-....04. 1,480 22,287 + 20,807 Funded Debt ........ 21,894 54,265 + 32,371 
lial pee wan 7 pe Preferred Stock . 13,794 + 13,794 
PEUS wneaeness ess. : " ' a ' Corramcre: StOCN ons oscsesnssssesosssssacs 5,161 5,298 . 137 
TOTAL LIABILITIES ... . $ 27,276 $274,846 +$247,570 Surplus 56,661 71,588 oz 14,927 
See” CAPITAL . .$(d) 522 $ 1,442 +$ 1,964 TOTAL LIABILITIES $ 98,139 $164,697 +$ 66,558 
U RENT MO 2s cs aadima keel 1.1 + 41 WORKING CAPITAL $ 2,135 $ 28,702 +$ 26,567 
(d)—Deficit. CURRENT RATIO 1.1 2.5 + 
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NATIONAL CASH REGISTER COMPANY 


BUSINESS: Company is the world’s largest producer of cash registers and 
an important maker of other office equipment. Both domestic and foreign 
markets are vigorously exploited. 


OUTLOOK: The uptrend in demand for highly efficient office machines 
characteristic of postwar has accelerated so fast since Korea, that a leader 
like National Cash Register Company is assured of all the business it can 
handle during 1951. Virtually all of its products are essential to maintain 
efficient operations during the defense emergency, by both the Government 
and private enterprise. Unfilled orders at the end of the March quarter 
were of record proportions, although in 1950 they were 50% higher than 
in the year previous. This was true both in the domestic and foreign field. 
The company’s factories in Canada, England and Germany are unusually 
active. During the first three months of 1951, sales of $50 million compared 
with $38 million a year earlier. Although the tax bill in the first quarter 
rose to $4.5 million from $1.8 million the year before, larger sales and 
improved efficiency resulting from postwar improvements brought net earn- 
ings of $1.82 per share versus $1.32. While materials problems and con- 
version of some facilities to military production later this year may hamper 
operations somewhat in the second half, and possibly reduce the recent 
quarterly earnings rate, it seems likely that last year’s uptrend in net earn- 
ings will continue on an annual basis. $6.17 per share was earned in 1950. 


DIVIDENDS: Since 1934, dividends have been paid without interrupfion. 
1950 payments totalled $2.50 per share in cash, plus 10% in stock. 62)2 
cents quarterly dividends are secure. 


MARKET ACTION: Recent price—52 compared with a 1951 high of 54% 
and a low of 425. The current yield is 4.8%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1940 19 









Change 
ASSETS (000 omitted) 
Cash & Marketable Securities .................. $ 4,192 $ 12,139 +$ 7,947 
Receivables, Net ..................... os 21,970 31,220 + 9,250 
RE eee ta 13,118 37,601 + 24,483 
TOTAL CURRENT ASSETS . 39,280 80,960 + 41,680 
Net Property ..................... 14,187 38,261 + 24,074 
Investments ..... 4,854 14,217 + 9,363 
Other Assets ... me 455 1,272 + 817 
NT RIND: sisscscisssoscosessviudscevavteseisesanseast $ 58,776 $134,710 +$ 75,934 
LIABILITIES 
ES FINS Si vsicn ens sessssssosndecsssasssescionss $ 3,578 $ 15,659 +$ 12,081 
Accruals 3,238 2,740 a 498 
ERE EEA RO ES OD 2,129 15,819 + 13,690 
TOTAL CURRENT LIABILITIES ................ 8,945 34,218 + 25,373 
eet hs Reena vais 5648 3... — 5,648 
Other Liabilities ... 851 ane = 851 
Long Term Debt .. 6,618 30,000 + 23,382 
Capital Stock .... 24,420 43,337 + 18,917 
eee ee 12,294 27,155 + 14,861 
TOTAL LIABILITIES ... $ 58,776 $134,710 +$ 75,934 
WORKING CAPITAL . $ 30,335 $ 46,742 +$ 16,407 
PIN RPRNUED oicesbicsscscssesscssesedsudssesssenens 4.4 2.3 —- 21 
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NATIONAL CASH REGIS NC : OHIO ou. os | OHO ; an ae 
: —j — Adjusted a = Adjusted =" 
a . Price Range - ucer ice Range — : 
Business Machines : : 1929 "1985 — 50 : 1929 — 1998 —-—— 
: - - - High — 124 : High - 40 —— 
| Low - 5% = = i“ Low - 43 —}— 
— = I 
=H = “0 — 
: ; | om ma : ~ —} 
I : om : : a 
mit : : z ft : : : 2A 
TTT 35 — 
: Funded Debt: None 
qT cass Shs. Common: 6,563,377 - no par i. 
- {eH : : t — 39 Fiscal Year: Dec.’ 31 t ——le 
Oar we Pe : : . 0 pees 7 - 
- iE 
uf : 1h 
te : 25 rm : - iT 
: tH TIO 
ra, bid 1d 
: D 5 4 Same 5 
—y+ 2 + — —+ 
—— Long Term Debt: $30,000,000 gate teeta gf et 
: Shs.Common: 1,969,807 - no par — ; 
He : Fiscal Year: Dec.’ 31 1 = i 
= ttt t { tt oat pt 
tht a — : t t oe : : : : 
i mpl THOUSANDS OF SHARES |} - . FE . ——— oF omen ; 
t —— * Plus Stk Div : —— : : — 
: 1 T Ta a : —~ - - 
Ty : — 1942 3 ' Mae se 1946 | 1947 | 1948 toae | 1980. | 1001 1940 | 1941 | 1042 | 1943 | 1944 | 1048 | 1946 | 1047 | 1948°| 1949 | 1950 
1,26 2.00 1.83 | 2.13 2.03 3 -06 | 6.95 7.82 | 5.92 6.16 1.02 | 1.42 1.74 2.14 | 2.30 2.15 -78 | 4.44 7.52 5.13 66 
3 1.25 1,25 | 1.25 1.25 2 .25 | 2.25 |* 2.50 | 2.50 2.50 or. 245 -50 50 -75_| 1,00 1.00 -25 | 1.75 2.30 2.30 10 
30.3 24.8 27.7 | 26.2 26.4 3. 1.0 | 40.6 44.3 | 44.1 46.7 31.6 | 24.8 Po ay 26.3_| 30.6. 37.0 42.5 | 40.3 44.0 52.0 7.4 We Cap $ wil | 


OHIO OIL COMPANY 


BUSINESS: This is a medium size but long established and fully integrated 
petroleum operator, with large proven reserves of crude oil and natural 
gas and refineries with a daily capacity to handle 31,000 barrels of crude. 


OUTLOOK: Military demand superimposed on record usage of all petroleum 
products by civilians assures high level operations throughout 1951. The 
company is fortunate in having built up a crude oil capacity in excess of 
its refinery requirements, a factor that should benefit operations in the 
current year. Advantages should be attained also from expenditure of $31.4 
million in 1950 for capital improvements. Net production of crude oil in 
1950 rose 2 million barrels to 30.2 million and is steadily increasing. Later 
this year, a new natural gasoline plant should be completed with a capacity 
to process about 100 million cubic feet of natural gas daily, of which 85 
million cubic feet have been contracted for by a transmission company. 
Two modern refineries of Ohio Oil last year processed a total of 13 million 
barrels and should operate at capacity this year. Good progress in the 
current year has been shown by first quarter sales of $49.9 million, up 14%, 
and net earnings of $1.37 per share versus $1.27 in the same 1950 quar- 
ter. Heavy amounts deductible from earnings for depletion provide sub- 
stantial shelter against excess profits taxes. The latter totalled only $200,000 
in 1950, although Federal income taxes rose by about $4 million. All fac- 
tors combine to encourage an expectation that Ohio Oil this year will earn 
somewhat more than the $5.69 per share attained in 1950. 

DIVIDENDS: Stockholders have received dividends regularly since 1940. 
Payments, including extras, totalled $2.70 per share last year. 50 cents was 
paid in the first quarter of 1951, and 75 cents has been declared payable 
June 9. 

MARKET ACTION: Recent price—52!2 compares with a 1951 range of high— 
542, low—43%4. The indicated yield is around 5.2%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1940 





















1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities ................ $ 16,985 $ 43,699 +$ 26,714 
Receivables, Net ....................00 = 5,901 19,334 + 13,433 
Inventories ......................... 14,774 23,445 + 8,671 
TOTAL CURRENT ASSETS . 37,660 86,478 + 48,818 
Net Property .................. 88,050 134,270 + 46,220 
Investments ... 5,005 13,104 + 8,099 
Other Assets ... Ges 2,302 7,338 + 5,036 
TE NUD isedesvcccdsvvssstiasiesescceeamscasdocoacse $133,017 $241,190 +$108,173 
LIABILITIES 
Accounts Payable o.0...........cccccccsesseessereeee $ 3,228 $ 12,622 +$ 9,394 
A iB iscic 308 1,798 + 1,490 
NN i i cctsdcnsinssebubuaencseniies 2,352 14,575 + 12,223 
TOTAL CURRENT LIA a 5,888 28,995 + 23,107 
RN INE oio5 cei tscsiseoscosesstenesscebeessoses 190 _ 045 
Long Term Debt — aaa — 14,000 
on ee, ee ee — 33,938 
MN ROE a Ratcssesshistscccsrscosicctcvedovdecsensses 98,726 + 39,490 
eee 113,279 + 93,559 
TOTAL LIABILITIES $241,190 +$108,173 
WORKING CAPITAL $ 57,479 +$ 25,707 
CURRENT RATIO 3.0 — 3.4 
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MOLYBDENUM 
—A Speculation 


CAN IT DEVELOP INTO 
A GROWTH SITUATION? 


By STANLEY DEVLIN 


28 of the time-honored quirks of 
human nature frequently manifesting it- 


self in financial markets is an inclination ae 


to conjure up mysteries as an explanation 

for unusual price fluctuations. Although veteran 
traders smile indulgently over such occurrences, 
they seldom endeavor to clarify the atmosphere. Yet 
in nine cases out of ten, probably a full disclosure of 
facts would go far toward providing a real explana- 
tion for seeming mysterious price advances. 

In recent months, for example, there has been an 
air of mystery surrounding the impreessive recovery 
in shares of Climax Molybdenum Company. This 
view probably has been encouraged by the public’s 
penchant for exaggerating potentials of projects 
in which the Atomic Energy Commission is inter- 
ested. The mystery in which the A-bomb was con- 
ceived and developed has tended to attach itself to 
companies engaged by the commission to discover 
and produce strategic materials that might prove 
useful in exploitation of this vital work. Naturally, 
managements of companies are loath to discuss de- 
velopments which might bee considred restricted— 
with the result that mystification multiplies. 

Although there may be some excuse for placing 
Climax Molybdenum in this “mystery” category, 
because the company has undertaken production and 
processing of uranium-vanadium ores from the 
Colorado Plateau, actually a much sounder basis 
for the stock’s sustained advance may be found in 
more prosaic developments. Before discussing the 
uranium project, it may be well, therefore, to see 
what has taken place in the company’s normal opera- 
tions that may afford an explanation for a climb in 
the stock to a level about three times the price at 
the low of 1950. 

In the first place, the company’s earnings rose 
sensationally last year to almost $13 million from 
$922,800 in 1949. The reason is to be found in the 
urgent need for molybdenum stemming from the 
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rearmament program. Molybdenum, it may be ex- 
plained, is a metal used in “toughening” steel to 
make it increasingly resistant to high temperatures 
and high pressures. Other metals having somewhat 
similar properties are nickel, tungsten, chromium, 
vanadium, manganese, etc. These metals have be- 
come especially essential in processing steel for jet 
aircraft engines. Only highest grade alloyed steel 
is suitable for engines which must withstand in- 
tense heat. 


By-Product Competition 


Until the Korean invasion spurred military de- 
mand for aircraft, requirements of the steel industry 
for molybdenum were being fairly adequately sup- 
plied from sources in which the metal was produced 
as a by-product. Kennecott Copper Company, for 
example, produces substantial quantities of molyb- 
denite along with copper and other metals in its min- 
ing operations in Utah. Naturally mining companies 
producing the metal as a by-product have an ad- 
vantage since the molybdenite would be waste. In 
dull periods, therefore, Chimax encountered keen 
competition from copper miners. When it became 
apparent that large quantities would be required in 
connection with national defense, Washington au- 
thorities undertook to stockpile molybdenum and 
arranged to purchase substantial inventories that 
had been accumulated by Climax. 

Thus the Korean situation contributed to a sharp 
recovery in sales last year and enabled Climax to 
raise gross profit to $21.8 million from slightly less 
than $3 million in 1949. Inventories of metal con- 
centrates and products were reduced to about $542,- 
000 from more than $6 million, indicating sizeable 
inventory profits for the year. Production was step- 
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ped up to maximum capacity with a tonnage of 15,- 
000 daily on a six-day week. This rate of operations 
contrasted with a schedule of less than 5,000 tons 
daily on a five-day week in the first half of last year. 


Five-Year Government Contract 


Although these facts shed considerable light on 
the war-stimulated recovery, a more important rea- 
son for optimism over the future is to be found in 
the management’s agreement to undertake a five- 
year Government contract for capacity operations. 
Washington authorities deemed it expedient to build 
up supplies of molybdenum at a more rapid rate 
than could be safely relied upon by ordinary methods. 
Hence, a contract was proposed under which Climax 
would be required to maintain capacity operations 
for five years to the end of 1955. With adequate profit 
margins resulting from a 16 per cent increase in 
prices put into effect late last year, earnings appear 
likely to hold at or above the first quarter rate of 86 
cents a share for an indefinite period. 

In fact, management apparently is hopeful of at- 
taining a higher level of net income as production 
gradually is boosted. The Government contract calls 
not only for maintenance of capacity with present 
facilities but also stipulates that the company must 
proceed as rapidly as possible to develop ore re- 
serves at a lower level in the Colorado mine. This 
project may require a couple of years to complete. 
Important tax advantages apparently accrue not 
only from depletion allowances but from accelerated 
depreciation on new plants. 

Substantial expenditures will be required to carry 
out the expansion program, but it is believed that 
depreciation accruals and retained earnings may 
suffice in large measure for supplying the estimated 
cost of about $10 million. It is assumed that ar- 
rangements may be made with the National Produc- 
tion Authority and with the Treasury for accelerated 
depreciation in connection with the project. Plans 
call for a boost in capacity of the primary mill by 
about 5,000 tons daily, or about 33 per cent, bring- 
ing total capacity to treat ore to 20,000 tons a day. 
The by-products plant is expected to be enlarged to 
more than twice its present capacity. Changes to 
permit operating from the lower level of the mine 





also will require considerable expenditures. More- 
over, such facilities as additional housing, water 
lines and camp equipment will be installed. 

The extent to which earnings may be expected to 
benefit from this two-year expansion has not been 
estimated, but beneficial long range effects should 
prove abundant even if they should not fully mate- 
rialize in the income account. No doubt manage- 
ment is prepared to take advantage of increased 
volume to intensify its research activities in an 
effort to create a greater interest in molybdenum so 
as to avert periodic recessions such as experienced 
in 1949. Moreover, modest sums are being spent in 
a search for petroleum so as to diversify operations. 
Accordingly, it may be reasonable to suppose that 
operating costs may rise in the current period of 
high taxes in an effort to strengthen the company’s 
competitive position against the day of reduced 
consumption of alloying metals. 


Diversification Moves 


In proceeding with a program for reducing the 
company’s dependence on a single item, management 
took steps about a year ago to explore potentialities 
of uranium-vanadium ores. In conjunction with 
Minerals Engineering Company, Climax formed a 
new corporation known as Climax Uranium Com- 
pany which acquired the interest in mining claims, 
in leases and in other assets and equipment held by 
Minerals Engineering Company. The new company 
thereupon entered into a contract with a division of 
the Atomic Energy Commission under terms of 
which the Climax subsidiary undertook to mine 
uranium ores from its own lands as well as from 
properties leased from the Government. The contract 
calls for sale of the concentrate to the Atomic Energy 
Commission for a number of years. Vanadium con- 
centrate produced in this operation will be acquired 
by Climax Molybdenum for its own use in its Penn- 
sylvania plant. 

As a step toward diversification in another direc- 
tion the company joined with the American Metal 
Company, Ltd., and with Maracaibo Oil Exploration 
Corporation in acquisition of interests in oil and gas 
properties. The Petrex Oil Corporation was formed 
as a joint venture and Climax participated to the 























SPREE See arena rs nD tN SS SES SSSR SS ee ee EIS SS SSS SSIES SERS AARON MSS 
Long Term Operating and Earnings Record 

Net Percent 

Net Operating Operating Net Profit Net Div. Earned on 

Sales Income* Margin ——‘ Taxes Income Margin Per Per Invested 
——(Millions) %  ——(Millions) % Share Share Capital Price Range 

1951 (ist Quarter).................:....5...05. ale cit in yet 343 $ 2.1 es $ .86 GS e0° . Aba. 4034-28 
BD Ras es tesepasconcvercttaesstaseeaeenoees 32.4 19.4 59.9% 6.3 12.95 39.9% §.13 2.80 45.6% 29%4-12% 
BN ob i srivict desis nn 7.8 A 4 12.0 2 9 11.8 37 .80 4.18 15%4-10% 
Boh gc ococencdessaiiessneorsesce wSoacei ects 10.6 3.0 29.0 6 2.6 24.6 1.04 1.20 4.1 1856-125 
BME saya ssssvisvacensvareoiaennccanrenmanenaena te 9.2 29 32.1 6 2.4 26.2 a7 1.20 3.7 247-1412 
INS cde ss stess sevnchabes suns gevsvucstotbentosnes 8.6 3.2 38.2 8 2:5 29.6 1.02 1.20 3.7 4412-19% 
Bayo cthcyiset basartbieenep resections 15:2 8.8 58.1 1.8 7.1 47.1 2.84 2.00 10.1 413%4-34% 
MBI ees adrisseovncvavbejesvepinseVeceanaeees 20.4 12.4 61.0 3.6 8.4 41.4 3.36 2.50 11.9 3812-307% 
DE NNER Ot eereit cs eet een tee ene AVE nina 72 DS. em ean 3.82 3.20 13.4 4812-33% 
|) EARORER Moris Phra Ree eae eee NE 1 1: re 9.8 i) err 5.31 3.20 18.0 44 -32% 
BO A, sous sossccuccdiveuapeurscsarssemteeaecs eee 20.0 ae 59.4 2.9 8.9 44.6 3.55 3.20 12.0 441-26% 
10 Year Average 1941-50...............4.. $12.42 $10.2 234.9%$ 3.3 $ 6.8 226.5% $ 2.74 $ 2:13 412.6% 4812-102 
*—After depreciation and depletion. 3—Invested capital valuation was reduced by $39.6 million in 1949. 
4—Based on adjusted invested capital valuations in 1949 and 1950. 


1_Not available. 
2—Excluding 1942 and 1943. 











5—Includes non recurring income of $364,823 in Federal Tax refunds. 
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extent of 40 per cent. Investments in petroleum situ- 
ations last year approximated $216,500. Manage- 
ment has announced that it is prepared to invest sub- 
stantial sums in the oil and gas industry if attractive 
opportunities are found. This is the sort of under- 
taking on which to concentrate while taxes are high, 
since boom earnings otherwise would be taken by 
the tax collector. Thus far, however, it is impossible 
to project earnings potentialities in this direction. 


Industrial Development Program 


In an effort to cultivate enlarged civilian demand 
for products requiring steel in which molybdenum 
is used, the company has formed an industrial de- 
velopment department. It is hoped that through re- 
search and development work, new markets may be 
opened for molybdenum applications. Stress also will 
be placed on developing new outlets for vanadium, 
of which Climax expects to become a substantial pro- 
ducer in the next year or two. 


As part of the war effort, studies are being under- 
taken to gain best results from use of strategic mate- 
rials. Because of an acute shortage of molybdenum 
since the national defense program was intensified 
last summer, Climax engineers and research people 
have been conferring with Government agencies re- 
garding conservation of alloying elements and 
methods of using the available supply of molybdenum 
to the best advantage in the war effort. 


Climax owns an extensive low grade ore body near 
Climax, Colorado, where a complete crushing plant 
and flotation concentrator are operated. A smelter 
is located at Langeloth, Pa., where concentrates are 
shipped for processing into calcium molybdate, fer- 
romolybdenum and other products used chiefly in 
the iron and steel industry. Outlets in electronics and 
ceramics are becoming increasingly important. 
Molybdenum has become an essential alloying 
metal that imparts valuable qualities to special types 
of steel. It aids in deep hardening and improves 
machinability of quenched and tempered steel. Alloys 
containing the metal are capable of withstanding 
high pressures and temperatures, 
extreme abrasive actions and ac- 
quire a high degree of toughness 
that is demanded more and more 
in modern industrial uses. 

In appraising prospects for this 
company it is important to take 
into account current unsettled 
world economic conditions. Opera- 
tions apparently are likely to be 
determined for some time by em- 
phasis on armament production, 
in which high grade steel plays an 
important part. The five-year 
Government contract appears to 
assure a relatively long boom per- 
iod in which plant and property 
may be brought to a high degree 
of efficiency. Depletion and depre- 
ciation allowances under capacity 
operations should provide sub- 
stantial cash inflow and permit 
ploughing back a_ considerable 
part of earnings for expansion. 

_ The business will remain sub- 
ject to keen competition from 
copper producers who mine moly- 
dbenum as a by-product, how- 





Fiscal : 


1942 


15.4 


JUNE 2, 1951 





CLIMAX MOLYBDENUM 








Comparative Balance Sheet Items 

















December 31 
1941 1950 Change 
(000 omitted) 
ASSETS 
Cash and Marketable Securities. $ 7,212 $ 23,252 -+$ 16,040 
Receivables, Net 2,838 7,432 + 4,594 
| Inventories 4,843 1,816 — 3,027 
TOTAL CURRENT ASSETS 14,893 32,500 + 17,607 
Net Property 5,0tS 2,801 — 2,314 
Investments 1,439 a 1,439 
Discovered increment 58,756 — 58,756 
Other Assets 116 091 “= 025 
TOTAL ASSETS $ 78,880 $ 36,831 —$ 42,049 
LIABILITIES 
Invent. replc. allow $ $ 504 +$ 504 
Accounts Payable 281 1470 — 134 
Accruals 033 726 + 693 
Tax Reserve : 3,470 6,332 oe 2,862 
TOTAL CURRENT LIABILITIES 3,784 7.709 -- 3,925 
Reserves 530 802. + 272 
Discov. increment surp., contra 58,756 ; — 58,756 
Common Stock 039 039 : 
Surplus 15,771 28,281 + 12,510 
TOTAL LIABILITIES $ 78,880 $ 36,831 —$ 42,049 
WORKING CAPITAL $ 11,109 $ 24,791 +$ 13,682 
CURRENT RATIO . 4.0 4.2 > Py 





ever, and this factor must be taken into account. 
Thus while earnings may average around $3.50 to 
$4 a share under current conditions, it is conceivable 
that dividends may be kept at a more conservative 
figure than if no enlargement of facilities was in 
prospect. Distributions last year came to $2.80 a 
share, including a year-end extra of $2, but this 
generosity may have been due in part to sale of sub- 
stantial inventories to the stockpile. Management has 
indicated that dividends may be disbursed at the 
rate of 50 cents quarterly this year. 

The fact that the company expects to operate at 
a high rate for some time to come is reasurring, for 
satisfactory profits are (Please turn to page 274) 
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— LOOKING TO 1952 
By HENRY L. BLACKBURN 































y phenominal economic progress of the nation 
in postwar has reached a new and significant stage, 
now that fabulous reserves of low cost natural gas 
at long last are contributing energy for power and 
heat. After a century of relative disuse, this highly 
valuable national resource has created a new hori- 
zon for its producers, transporters, distributors and 
consumers alike. 

Use of new capital on an unprecedented scale, en- 
couraged by successful construction and operation 
of the Big and Little Inch pipe lines in World War 
II, has made this outstanding development possible. 
During the past five years, the natural gas industry 
has spent nearly $31, billion for the construction of 
new facilities, aside from large amounts. spent by 
independent producers. Now that these vast outlays 
have begun to bear fruit and satisfactory earnings 
seem assured, it looks as if several billion dollars 
more may be employed in the next five years to ex- 
pand the undertaking, unless regulatory authorities 
impose unwise restrictions or material shortages 
prevent. 

Both supply and demand factors promote confi- 
dence that the dynamic growth of the industry will 
continue unabated. Few may realize that despite the 
well known record expansion in crude oil reserves, 
those of natural gas have grown even more impres- 
sively. At last account, proven reserves of this gas- 
eous fuel now amount to more than 180 trillion cubic 
feet and they are progressively expanding as thou- 
sands of new oil and gas wells are brought in. 
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Prospect for...... 


NATURAL GAS 


The natural gas 
and petroleum in- 
dustries of course 
are closely asso- 
ciated, as gas 
usually accom- 
panies a new flow 
of oil and large 
amounts are pro- 
duced as “resi- oS 
due” gas in pro- oT: 
cessing crude oil. Producers of natural gas, on the 
other hand, now process substantial quantities of 
it into gasolene and other chemical derivatives of 
petroleum. Production presently is rather evenly 
divided between the oil industry and the natural gas 
group, although the latter derives its main supply 
from its own wells. 

Within the short space of ten years, total con- 
sumption of natural gas has soared from 2.7 trillion 
cubic feet in 1940 to well above 6 trillion cubic feet 
last year, and large contracts have been ‘signed to 
swell the amount substantially during 1951. Low 
price relative to oil and coal, plus cleanliness and 
almost double the energy content of manufactured 
gas, give the natural fuel an overwhelming compe- 
titive advantage. While the price of both oil and 
coal have mounted rather steadily in the past decade, 
the price of natural gas has tended to decline some- 
what. This situation is exactly the reverse of that 
obtaining for many years prior to the late war, when 
premium prices were the rule for natural gas. 





Price Advantage Relative to Other Energy Sources 


The average price to industrial consumers in 1950 
of 19 cents per thousand cubic feet of natural gas 
would be equivalent to $1.14 for a barrel of fuel oil 
and $4.75 for a ton of coal in contrast to their actual 
respective costs of $1.75 a barrel of oil and $8.95 
a ton for bituminous coal. The Columbia Gas System 
has given an equally clear comparison in stating that 
in 1950, the average home owner in Columbus, Ohio, 
would have heated his house at a cost of $207 with 
oil, $143 with bituminous coal and only $89 with 
natural gas. Under such circumstances, it is clear 
that the horizon for natural gas demand is almost 
unlimited, although at present rate of consumption, 
the basic supply at the well heads is enough to last 
for at least 30 years. 

Transmission from the distant main gas fields of 
Texas, Louisiana, Kansas and Oklahoma has been 
the chief deterrent to more rapid consumption of 
natural gas, but this problem has been progressively 
solved in the last few years. More than 250,000 miles 
of trunk and gathering pipe lines now criss-cross 
the country from coast to coast, and more than 13 
million individual homes are now served with this 
efficient and economical fuel. As recently as last Jan- 
uary, New York City, Northern New Jersey, Long 
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Island and Westchester County received their first 
supply of natural gas, and by the end of the current 
year, New England will be added to the roster. 

By construction of additional pipe lines to the 
populous industrial areas of the Midwest, Pacific 
Coast and the prosperous South, consumption of 
natural gas is expanding apace, and now that the 
highly important Northeastern markets will be in- 
creasingly tapped, mostly for the first time, the out- 
look for producers and wholesalers of the gas is 
more than ever promising. 

About 55% of natural gas distribution revenues 
stems from residential business that will likely ex- 
pand in the current year due to large scale comple- 
tion of new homes and rising national income. Inten- 
sified defense activity should also lift revenues from 
industrial sales, that normally account for about 
35% of the total, while chemical derivatives may 
experience enlarged demand. 

It is estimated that consumption in 1951 will 
probably rise by about 15%, following a gain of 
19% last year, depending somewhat upon completion 
of new facilities and weather conditions. The lead- 
ing utilities throughout the country are taking natur- 
al gas with enthusiasm, whether utilized in the 
straight form or mixed. There is small wonder 
about this, as it has been estimated that Consolidated 
Edison Company of New York alone may achieve 
cost savings of about $8 million annually by mixing 
it with manufactured gas. 


Further Earnings Improvements Seen 


Altogether, it seems pretty certain that taxable 
earnings of the better situated natural gas concerns 
will rise in 1951, and favorable tax advantages 
should permit net earnings to continue their steady 
rise also, although at no substantial rate. Under the 
special provisions of the present tax law, most of 
the natural gas companies are exempt from excess 
profits taxes. As Federal taxes in general are an 


allowable expense in figuring the 6% return on 
invested capital of interstate operators permitted 
by the Federal Power Commission, and the capital 
base is rapidly expanding, the future outlook for 
an uptrend in net earnings is encouraging. 

The natural gas industry has three separate divi- 
sions—production, transmission and _ distribution. 
Several of the large companies through subsidiaries 
operate in all of these divisions and thus are well 
integrated, at least to a considerable degree. Major 
growth, though, is being attained by a number of 
big pipeline companies whose shares as yet have 
not been listed on the leading stock exchanges. Since 
some of these transmission lines require large capi- 
tal and as yet cannot rely on retained earnings to 
satisfy the need, their equities are preceded by un- 
usually large amounts of senior obligations, notably 
loans, thus creating a high degree of leverage. 


Growth Premium Reflected By Moderate Yields 


On the appended tabulation, we present statistics 
pertinent to 16 of the leading units in the natural 
gas industry, among them representatives of all three 
divisions in one way or another. It is interesting to 
note that while practically all of these equities are 
quoted in the medium to low-price range, their yields 
are uniformly rather moderate compared with those 
of many industrials. This circumstance is of course 
attributable to the strongly marked growth poten- 
tials of the natural gas industry. 

Suppose we discuss some of the individual situa- 
tions to examine their recent progress, starting with 
Columbia Gas System. This company serves seven 
of the most populous states in the Appalachian area, 
and for many years relied on limited production of 
natural gas from local wells. Since construction of 
several long lines to the Southwest by Tennessee 
Gas Transmission Company and Texas Eastern 
Transmission Corporation, though, Columbia Gas 
has purchased nearly 60% (Please turn to page 268) 
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ease amet a 
Statistical Summary of Natural Gas Companies 
Operating R 
Ist Quar. — Net Per Share 

1951 1950 1949 Ist Quar. Div. Yield Recent Price Range 

_ (Million) 1951 1950 1949 1950 % Price 1950-51 
American Natural Gas $ 90.71 $ 81.0 $ 59.0 $ 2.981 $ 2.45 $ 1.74 $ 1.404 4.4% 3134 33%4-23% 
Arkansas Natural Gas “A” : 129.8 114.6 1.31 1.26 .60 3.6 16% 18%- 8% 

Columbia Gas System... 65.1 159.8 123.8 .68 1.18 .84 80+ 5.8 135% 14%4-11 
Consolidated Natural Gas 54.5 134.7 106.8 3.29 5.03 3.59 2.254 4.2 53% 54%-4014 
El Paso Natural Gas 44.22 38.6 28.2 2.73° 2.32 1.92 1.604 6.0 26% 2852-213 

Lone Star Gas 20.8 51.6 47.7 ae y-\ 1.79 1.304 4.7 27 2814-22 
Northern Natural Gas 32.7 29.2 2.13 2.49 1.80 5.2 3414 397-28 
Oklahoma Natural Gas 23.51 22.0 20.3 3.141 2.88 a 2.00 6.6 30% 3712-268 

Pacific Lighting ....... 117.31 114.5 102.8 5.421 5.88 2.86 3.00 5.9 50% 5554-48 
Panhandle Eastern Pipe Line.. 11.9 41.3 36.4 2.73 2.66 2.39 2.00 4.4 44% 49%-342 
Southern Natural Gas...... 12.9 34.5 28.4 1.44 3.82 3.27 2.504 5.6 44% 47 -30% 
Tennessee Gas Transmission 18.1 S53 41.1 .47 1.73 1.32 1.405 6.3 22 26%%-18%% 
Texas Eastern Transmission... 21.2 ye 44.6 .48 1.95 1.58 1.004 A 17% 20%4-14% 
Texas Gas Transmission.......... ...... 30.8 9.9 1.95 81 16% 18%4-1312 
Transcontinent’l Gas Pipe Line 1.33 73 38 21 ¥ ; 18% 24%-15% 
United Gas Corp. ................ Seana ts 106.2 92.3 1.57 1.43 1.00 49 20% 23-14% 

1_12 months ended March 31, 1951. 3_Net income; system not yet in full operation; income is mainly from 4_1951 rate. 
212 months ended February 28, 1951. capital invested temporarily in securities. 5—Plus stock. 
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program, furthermore, 



























































will involve such heavy 
capital requirements 
that internal financing 
can no longer meet 
them on the scale of re- 
cent years. During 
1950, U. S. corpora- 
tions invested about 
$16.8 billion for plant 
and equipment, besides 
adding some $5.7 bil- 
lion to their working 
capital. Depreciation 
accruals plus retained 
earnings provided 
$18.8 billion of the new 
money needed, while 
$3.6 billion was raised 
through external 








sources, by issuance of 








about $2 billion bonds 
and $1.6 bilion stocks, 
the latter mainly pre- 
ferreds in some form. 
While accelerated 








amortization before 














long will enable many 





eeeee3vsveeteee 8 @ @ 


concerns to swell their 











ps are indications that the number and 
amount of security issues offered to stockholders 
through subscription rights in 1951 may exceed those 
in the past few years. Already this year, about 29 
issues of bonds or stocks of concerns listed on the 
New York Stock Exchange have been successfully 
floated in this manner, compared with a total of 37 
in 1950 and 39 in 1949. Through the balance of the 
current year, a substantial flow of additional new 
securities may continue. 

The well assured prospect that industry will spend 
upward of $20 billion for plant improvements in 
1951, exceeding last year’s capital expenditures, com- 
bined with increased working capital needs to expand 
inventories and finance defense business, has stimu- 
lated the search for new money. A well sustained up- 
trend in corporate earnings and dividends, reflected 
by generally high stock market prices, has created a 
favorable environment for offerings of new equities, 
and to keep their capital structures in desirable bal- 
ance, a good many concerns have been quick to take 
advantage of this opportunity. The same factor has 
also generated confidence in new issues of convertible 
bonds and preferreds and led to their ready absorption 
by investors. 

Aside from the foregoing influences, other factors 
have caused corporate capital planning to veer more 
notably towards the sale of additional common stock 
rather than to rely importantly on financing through 
bond issues as during most of postwar. Interest rates 
on the latter have stiffened to a higher level than for 
many years, in line with the recently revised fiscal 
policies of the Treasury Department and the Federal 
Reserve Board, and considerable restraint has been 
placed on all business loans as an inflationary curb. 
Thus it has become both more costly and more diffi- 
cult to satisfy capital needs by borrowing. 

The magnitude of this year’s industrial expansion 
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depreciation reserves, 
earnings available for 
retention in business 
will likely be pruned by 
increased Federal taxes and narrowed margins on 
military production, unless dividend payments are 
reduced. To fill the gap, accordingly, it is quite natural 
that corporations should turn to their stockholders, or 
to the investing public, to raise new capital on the 
most desirable terms. 

In turn, it is logical to seek equity capital that will 
not increase fixed charges, or to attract investors with 
convertible preferreds or bonds that can be sold ad- 
vantageously due to their special conversion privil- 
eges. Indeed—market conditions so far this year have 
been sufficiently favorable to make possible enforced 
conversion of senior issues into common stock merely 
by redemption calls of convertible issues. 

Further indications of the increasing popularity 
of equities are furnished by the avidity with which 
stockholders of various concerns have subscribed to 
additional shares offered leaving relatively little stock 
or none at all for distribution by underwriters. At- 
tractively priced at a slight discount under current 
market quotations, the new shares have been readily 
purchased or the subscription rights have been sold 
on the open market, sometimes at increasing prices. 


Lower Margin Requirement a Stimulus 


An additional stimulus to the subscription of new 
capital issues by stockholders is the fact that these 
securities can be bought on a 25% margin rather the 
75% required on issues already outstanding. This 
circumstance has decidedly minimized the problem 
of financing subscriptions. Since current loan rates 
are relatively low compared with the dividend yield 
on many common stocks acquired, it has frequently 
been found profitable to borrow on these new equities 
in order to obtain a substantially higher net yield. One 
analyst recently estimated that as high as 12% could 
be earned on Ohio Edison shares if carried with a 
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‘a 259% margin on a 4% loan, based on an annual 
|dividend rate of $2 per share and a subscription price 
jof 2914. 

' On the appended tabulation we list companies 
which this year have offered new stock for subscrip- 
tion by their stockholders. We show the offering 
terms in each instance, and where available the 
amount subscribed for by stockholders. Additionally, 
recent prices and the current yields are shown. Since 
these situations carry more than casual interest in 
investment appraisals, we will discuss a few in more 
detail. 


Many Rights Offered by Utilities 


That offerings of public utility issues predominate 
in our list is hardly a surprise, because of the vast 
expansion programs in this field. The recognized 
stability of operations by this group, and rigid con- 
trols over their rates and capital structures, promote 
ready private placement of their underlying obliga- 
tions. During the present period of major expansion, 
however, stockholders often have an opportunity to 
subscribe to additional common stock that must be 
issued to maintain a desirable balance with senior 
issues. Because of the strong investment fundamen- 
tals of most utility equities, the ready acceptance of 
additional shares by stockholders is understandable. 

On about a dozen occasions in past years, Pacific 
Gas & Electric Company, the largest public utility 
on the Pacific Coast, has offered sizable amounts of 
common for subscription by its stockholders, with 
relatively marked success. Of the latest offering of 
1,419,562 shares at $31 per share, the company’s 
more than 74,000 stockholders subscribed for 96.9%, 
leaving only 44,519 shares for distribution by an 
underwriting syndicate. With dividends at the annual 
rate of $2 per share, the 6.5% yield on these sound 
shares carried considerable investment appeal, and 
they were recently quoted at 3214. Pending comple- 

















tion of the offering, though, the rights had only a 
fractional value, partly because the ratio of rights to 
holdings was 1 to 7. In one former year, the sub- 
scription rights sold as high as 61,4. 

Incidental to a sale of $17.5 million 2%%% first 
mortgage bonds to a syndicate of investment bankers 
early this year, Southern Natural Gas Company 
issued warrants to its stockholders to purchase one 
new share of common at 33 for each 10 shares held. 
Additionally, stockholders were granted an oppor- 
tunity to bid for any shares on which rights might 
not be exercised. 

Of 155,546 shares offered, holders of the warrants 
subscribed for 96%, and total subscriptions for 
281,504 shares or 180% left relatively small amounts 
for allocation on excess subscriptions. As this com- 
pany is a strong growth situation and the quarterly 
dividend rate has been advanced to 6214 cents per 
share, Southern Natural Gas shares sold up to 47 in 
recent weeks, establishing a nice paper profit for 
subscribers to new shares in February. 


New York, Chicago & St. Louis R. R. 


A unique offering of 33,000 shares of new common 
at $150 per share to stockholders of New York, Chi- 
cago & St. Louis Railroad was promptly oversub- 
scribed by 50%. Although this carrier earned $55.88 
per share in 1950, large arrears on the preferred 
stock have prevented dividend payments on the com- 
mon. As it has been generally expected that the 
arrears would soon be cleared up and payments re- 
sumed on the common, this factor combined with 
high earnings has heightened speculative interest in 
the equities. A further spur to prices for the common 
shares is the proposed five-to-one split-up to become 
effective soon. 

The excellent growth record established by Cela- 
nese Corporation of America, and bright prospects 
for continued progress on (Please turn to page 268) 
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Companies Which Offered New Securities On Subscription Basis 
Number 
of Shares Amount 
Offering Number Subscribed of 
Price of Ratio of Shares By Over- Net 
New of Offered Stockholders Subscription Per Share Div. Recent Yield* 
Issue Subscription 1 -———————————_(000)---—__ 1950 1950 Price 4 

American Gas & Electric.........................$ 52.25 1-15 339 339 21 $ 4.86 $3.00 52% 5.7% 
MLINCO! AGLEGE yoc5tscesessiosvcosseusccecatia vattenauadeet 41.00 1- 5 819 766 ~ 11.66 4.00 4314 9.2 
Artloom Carpet 10.00 1- 4 78 78 31 2.08 1.00 1158 8.6 
Central Illinois Light 32.25 1- 8 112 = — 2.98 2.20 3334 6.5 
Detroit Edison 20.00 1-10 810 789 _ 2.18 1.20 22 5.4 
Dow Chemical 57.50 1-50 200 — -- 5.34 2.00° 90 22 
Duke Power . a 75.00 1-10 126 126 - 7.77 4.00 84 47 
Fairchild Camera & Instrument 27.00 1- 5 69 69 _ 1.39 PY fo 33 2.2 
General Instrument Corp. 9.50 1- 4 121 121 49 2.00+ .40 9% 4.3 
Granite City Steel 22.425 1- 3% 284 277 - 5.76 4.25 2612 16.0 
Indianapolis Power & Lt. 28.00 1- 6 196 196 2 3.61 1.60 32 5.0 
Long Island Lighting..... 13.00 1- 6 524 524 514 1.19 a5 141% LP 
tertiord (P.) Co. «.......c5c0s5.. Vesveesccee | ee 1- 9 249 227 — 2.69 1.85 22 8.4 
Montana-Dakoter Util. .........cc.scccscssiesesveses 14.50 1- 42 236 227 aa 1.55 .80 19 4.2 
New York Chic. & St. Louis 150.00 1-10 33 33 17 55.88 _ 208 — 
LOL Coa =G [0 en ee: 29.25 1-10 436 436 173 2.98 2.00 31% 6.4 
Oklahoma Gas & Elec. 19.75 1-10 215 215 16 1.77 2.50 19% 12.6 
Pacific Gas & Elec. 31.00 1- 7 1.419 1,375 a 2.51 2.00 32% 6.1 | 
Southern Natural Gas 33.00 1-10 155 155 126 3.82 2.508 4412 5.6 
Sylvania Electric Products... 29.125 _ 400 — _ 5.37 2.00 29% 6.8 
NPTIGID SOT CROCINOES: «ooo. ckscicsccheccscnscastiivens 31.00 1-10 131 127 — yf | 2.006 38 5.2 
Washington Gas tight... .2....:<cé56.c0ccs0ce 24.10 1- 5 122 104 _ 3.21 1.50 2434 6.1 
West Penn Electric 27.00 1-10 320 3203 _ 3.49 1.85 29 6.3 

*—Based on market price. 3—Includes 11,000 shares subscribed by employees. 6_1951 rate. 

1_Convertible debentures. 4_Estimated. 7—Preferred stock. 

2—Oversubscribed but data not available. 5—Plus stock. 
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June 


So far as past results are con- 
cerned, June is “just another 
month” for the stock market. 
Since 1920 the chart shows net 
June declines of some size in 10 
instances, advances in 12 and 
nominal changes in 9. It depends 
on basic conditions, technical con- 
ditions and the prevailing psycho- 
logical mood. In a strong bull 
market, June was a down month 
in 1928, an up month in 1929. In 
a roaring bear market, it was a 
down month in 1930, an up month 
in 1931. Percentagwise, June 1930 
was the worst in modern times 
with a net loss of nearly 18%; 
and June 1938 was the best with 
a net gain of nearly 23%. The 
end of June 1932 left the average 
within less than 2 points, and a 
few days, of the bottom of the 
worst bear market. To cite recent 
history, June brought a moderate 
decline in 1946, immediately fol- 
lowing establishment of the 1942- 
1946 bull-market top; a moderate 
rise in 1947; a slight decline in 
1948; an even slighter decline in 
1949, preliminary to a major ad- 
vance; and a sizable fall (13.36 
points) in 1950 as part of the 
initial sell-off on the start of the 
Korean war. This year? Keep 
your fingers crossed. 


Seasonal 


This is the time of year when 
hung-up bulls begin to talk hope- 
fully about the summer’s “usually 
favorable seasonal tendency” in 
the market, while awaiting better 
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prices on which to do some selling. 
If the market is strong in May, 
the “seasonal tendency” is cited 
as a reason for expecting it to 
become more so. It is true that, in 
a great majority of past years, 
highs made in July or August, in 
bull-market phases or bear-mar- 
ket rallies, have bettered the May 
closing level. That is the basis on 
which the ‘usual summer rise” 
has been figured for the record. 
As this column points out every 
year around this time, your 
chances of making any practical 
use of the “tendency” are too 
slight to be worth bothering 
about. Maybe this year will be one 
of the exceptions to the “ten- 
dency”, maybe not. The best buy- 
ing spot, prior to the July or 
August high, might be seen in 
May, June, July or August; and 
the July-August high might con- 
form with the recorded “ten- 
dency” by the margin of one point 





or so. Finally, you can never 
know whether the high for this 
period is to be in July or in Aug- 
ust—much less at what level—until 
some time after it has been made. 
However, the seasonal influence 
can be useful to investors in one 
respect. When the summer per- 
formance is indifferent, after a 
long advance, it can warn of some- 
thing worse to come. That was 
so in 1946 and 1948. 


Volume 


It may sound plausible when 
somebody tells you that “the mar- 
ket cannot go down much because 
little stock is held on margin, and 
few investors will sell on account 
of their good dividend yields”. 
But don’t bank too heavily on that 
idea. Most investors are always 
inclined to sit tight. Yet when 
buyers turn markedly cautious, it 
takes an insignificant volume of 
selling, relative to total shares 











Standard Oil of Ohio 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Chesapeake & Ohio Rwy..........0.00.00..... 
Anaconda Copper Mining.......................... 
Cleveland Electric Mlum............................. 
Carey (Philip) Mfg. Co............ BF Ab sn ebh eae 
Burroughs Adding Machine........................ 
ules Steel Go... 6.5. c.cciicsssecdesdecseoveessices 24 weeks Apr. 14 
National Airlines, Ine..........................0...... 
Yale & Towne Mfg. Co....0200.0.......oo cece 
Abbott Laboratories ..............................0.. 


1951 1950 
4 months April 30 $1.18 $ .58 
Mar. 31 Quar. 1.23 71 
Mar. 31 Quar. 1.40 91 
Mar. 31 Quar. 1.11 87 
Mar. 31 Quar. -99 46 
Mar. 31 Quar. 44 -22 

6.32 1.02 
9 months Mar. 31 2.08 16 
Mar. 31 Quar. 1.86 -92 
Mar. 31 Quar. 1.02 78 
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'held, to put prices down surpris- 
ingly fast; for in such a situation, 
the market becomes thin on the 
illustrate: in 11 
trading sessions, following the 
May 3 high and prior to the first 
appreciable rally, the Dow-Jones 
industrial average had a net de- 
cline of 10.29 points, against 11.76 
in the 23-session February-March 
sell-off, on a total turnover equal 
to only 64/100ths of 1% of the 
total number of shares listed on 
the New York Stock Exchange. 
If you ever saw a downside turn- 
over of as much as 5% of total 
shares held, even in a one-month 
period, the result would be a hair- 
raising nose-dive. You probably 
will not see anything like that 
concentration of selling ; but much 
less than that would suffice to put 
the average materially under its 
March low. As to that, time will 
tell, since at this writing there is 
every reason to expect further 
downside tests. 


Groups 


Stock-groups which have re- 
cently sagged to new 1951 lows 
include coal, meat packing, 
leather, lead, printing and pub- 
lishing, food-store chains, soft 
drinks and steel. Some of the 
largest percentage declines from 
early-May highs have been in au- 
tomobile stocks, chemicals, rail- 
roads, liquor, copper, paper and 
movies. Oils, while weaker than 
average in some sessions, have re- 
treated no more on balance than 
the industrial average; and have 
given up only a moderate portion 
of their large prior rise. Groups 
in which recent percentage de- 
clines have been relatively small 
include utilities, cement, fertili- 
zer, finance companies, gold min- 
ing, shipping, textiles, tires and 
tobaccos. In most of these cases 
(tires being the chief exception) 
this is explained mainly by the 
fact that they had risen little on 
the Marck-May rebound, with 
correspondingly reduced technical 
vulnerability in the sell-off since 
May 3. 


Highs 

Stocks which recently managed 
to reach new 1951 highs in a re- 
actionary market include Ander- 
son Clayton, Goodyear Tire, 
Pfizer, Davison Chemical, Hey- 
den Chemical, Yale & Towne, 
American Natural Gas, Bohn 
Aluminum, Consolidated Natural 
Gas, Socony Vacuum, Federal 
Mogul, American Metal, Mason- 
ite, Underwood, and West Indies 
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Sugar. We cite them more as a 
matter of curiosity than anything 
else. Some have since backed away 
from their latest highs. If the 
downtrend goes further, relatively 
few stocks will buck it; and all 
experience indicates that it does 
not pay to try to pick them. They 
might look good, relative to the 
industrial average, on any given 
_— and start to slide the next 
ay. 


Movies 


This column has long figured, 
and said from time to time, that 
there was just no percentage in 
buying or holding motion picture 
stocks, all now being in a specu- 
lative position regardless of past 
records. People who flocked to the 
movies during World War II, giv- 
ing the film producers bonanza 
profits, are now more inclined to 
take a ride in the family car for 
recreation or look at _ video; 
whereas there was gasoline ra- 
tioning and no video during 
World War II. Movie theater 
patronage continues its gradual 
shrinkage. Squeezed by that and 
higher taxes, Hollywood is in an- 
other of its recurrent economy 
waves. Twentieth Century-Fox is 
cutting executive salaries 25% to 
50%. The company earned only 
27 cents a share in the first quar- 
ter, against 61 cents in the first 
1951 quarter. The latest Loew’s 
28-week report showed net of 82 
cents a share, versus 97 cents in 
the corresponding year-ago pe- 
riod. It comes hard to sell stocks 
when they are low in their his- 
torical price range; but movie 
stocks can in time go still lower, 
and the chances for any signifi- 
cant recovery any time soon are 
not apparent—unless we get a glo- 
bal war, gasoline rationing and 
complete stoppage of video-set 
output. Then you could expect an 
appreciable rally. 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

Hershey Chocolate Corp........................... Mar. 31 Quar. $ .92 $1.83 
Bendix Aviation Corp...........................0666. Mar. 31 Quar. 1.36 1.69 | 
Caterpillar Tractor €a.....:...............:.......s000 4 months Apr. 30 2.00 2.58 | 
Twentieth Century-Fox Film...................... Mar. 31 Quar. -27 61 | 
NP aUees Gunmen LORRI e255 Sie Go cade pencba ce Rvencas 9 months Mar. 31 2.37 2.99 | 
NO ooo kiss os GRE os tates ees een Mar. 31 Quar. 1.07 1.71 | 
General Motors Corp..........................06065. Mar. 31 Quar. 1.58 2.38 | 
American Viscose Corp............................. Mar. 31 Quar. 1.48 1.86 | 
Consolidated Cigar ........................:ccccceeee Mar. 31 Quar. .87 Vaan 
ey Bina Cig se Socss cee dassstnsvcccowtueseaeoess Mar. 31 Quar. -84 93 | 
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Others 

As people spend more time 
looking at video, they naturally 
read less of recreational material. 
Book business is the first to suffer. 
The Book-Of-The-Month Club, 
whose stock is listed on the Big 
Board, is a conspicuous example. 
Net sales reached a peak of $18.54 
million in 1947. They were down 
to $14.04 million last year. Earn- 
ings were $1.85 a share in 1947, 
$1.36 last year. They are likely to 
go somewhat lower this year. The 
stock, around 11, is unattractive. 
Informational and technical mag- 
azines will suffer little from video. 
Those bought mainly for their fic- 
tion cannot escape at least mod- 
erate effects of the video compe- 
tition, but will not be as hard hit 
as book fiction. 



















Dow 


Among the major companies in 
the industry, Dow Chemical prob- 
ably has the largest percentage 
growth ahead. In the fiscal year 
starting June 1, this company will 
spend not less than $100 million— 
and probably more—on expansion 
ot facilities. That is by far the 
largest one-year program in its 
history. To get an idea of what it 
means, the latest available balance 
sheet showed total assets of about 
$327 million, after many years of 
growth, and a net property valu- 
ation of about $211 million. Dow 
is a multi-product company which 
usually has more new projects on 
tap than it can exploit at any 
given time. So there is no reason 
to think that the 1951-1952 plant 
expansion program is the last 
one. It probably will be financed 
largely via accelerated amortiza- 
tion and bank loans, without is- 
suance of more stock. The stock, 
now around 90, always sells high 
on earnings and dividends. Pres- 
ent annual earning power is esti- 

(Please turn to page 274) 























































What s head por y ey 


By E. 


General business activity may still be close to boom pro- 
portions but something of its former snap has gone out of it. 
True enough, setbacks to-date have been mild and a renewed 
pickup is widely anticipated in the second half but that view- 
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point is beginning to be 
hedged somewhat. The 
simple fact is that not only 
the stock market but busi- 
ness, too, has become rather 
sensitive to the possibility of 
any turn in international af- 
fairs, and what it might do 
to business psychology. Any 
let-down, it is felt, would 
make a lot of difference. But 
one needn't go in for intan- 
gibles to assess the present 
situation. There are enough 
trouble spots already exist- 
ing. 

The home builders are 
singing the blues, moaning 
that residential building ac- 
tivity is headed for collapse 
unless Regulation X is re- 
laxed. Much the same is 
heard from auto dealers 
which contend that Regula- 
tion W has killed the new 
and used car market. The 
auto market may not be 
dead but it certainly lacks 
vigor, and the situation is 
hitting back at the produc- 
tion level. Following recent 
suspension of car building 
by Kaiser-Frazer, Hudson 
Motors has announced a 
three-week shut-down, idling 
10,000 workers. Unlike Kai- 
ser-Frazer, the Hudson man- 
agement has frankly stated 
the cause: A backing up of 
new cars in dealers’ hands 
because of slow sales. It 
would not surprise if other 
auto manufacturers would 
also be forced to curtail out- 
put. Ford has announced the 
prospective lay-off of some 
10,000 workers because of 
material controls. The deci- 
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sion may have been helped along by realization that new vi 
car sales are not what they used to be. “eae 
Doubtless credit control is crimping sales, just as it was und 
intended. Apart from that, a good deal of Spring businessf li 
was done last Fall when scare buying was the vogue. This} “° 
is particularly true of hard goods which continue to move only} '"9 
slowly and even the prospect of a tighter supply later in the bee 
year is failing to accelerate the sales tempo. Warnings of toh 
future shortages are falling on deaf ears. There have been| '"" 
too many, and consumers are taking them with a big grain dro 
of salt. Besides, many are broke, having spent more than bar 
they could afford. the 
With the buying wave subsided for the time being, retailers of | 
are now paying for the spree in the form of slow business the 
and mounting concern over inventories. And retailers as well as vol 
manufacturers are girding themselves for good old-fashioned} 9 
competition. No cutback there; competition is here to stay, it} 
is increasingly realized. Right now, many are so certain that they} "& 
will have to work hard to dispose of scheduled production—} &f 
despite output cutbacks—that they are brushing off their pre-} ° § 
war selling techniques and working hard to think up new ones. | 
Nothing wrong with that; it may be good practice for the the 
future when buyers’ markets are once more the rule. Even] ‘& 
now it should help, for it is time to face the fact that business 
under the defense program will probably be a lot more “nor- 
mal” than most people anticipated. “Normal” of course means | TR 
competitive selling, and the usual ups and downs. do 
Reflecting current conditions and thinking are the declines } ins 
in prices now disturbing many business men. To the extent f V's 
that the price decline is a correction of excessive advances | by 
registered last Summer and Fall, it is a healthy development } th 
though it may spell inventory losses or at least no repetition | ©" 
of last year’s inventory profits. The decline may carry further, | °® 
depending on the trend of consumer buying, the need to correct sh 
overstocked positions, and the supply situation. For the moment, | '" 
in many fields, it has made ceiling prices rather meaningless. | P® 
Instead there have been voluntary roll-backs in an effort to } P€ 
move goods. de 
Indicative of the thinking in merchandising quarters is an | % 
estimate that department store sales this year may be only 
about 8% to 10% above last year. If price inflation is taken 
into account, this hardly points to rip-roaring retail sales. It | IR 
may not even match last year’s physical volume. But it would | sli 
still be a fairly good retail year, with a saner and steadier | it 
pace replacing last year’s mad buying waves. Business on the | lo 
whole would probably prefer it that way. cc 
Right now, early operations for Fall in the wholesale markets | b 
indicate that the scramble for merchandise that occurred last | ¢ 
year is not likely to be repeated soon. An important reason, 
of course, is that inventories are still heavy, requiring further 
cutting down before the financial burden they represent are | C 
removed. Hence current extensive promotional events. tk 
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The Business Analyst 





MONEY AND CREDIT—The bond market is awaiting with 
interest announcement of the Treasury's plan to meet $15.4 
billion of debt falling due from June 15 to August 1. Expec- 
tations are that an issue of 9 months to one year in length 
will be offered. With the Treasury faced by heavy maturities 
over the balance of this year, the Federal Reserve Board finds 
itself in something of a dilemma. After having pursued a policy 
of allowing government bonds to slump below par, in order 
to prevent monetization of the debt, the Board is now con- 
fronted by the Treasury’s need of a strong bond market to 
absorb its offerings. It therefore appears that the Board may 
undertake widespread stabilizing operations in the near future, 
in line with indications by Chairman Martin that the Board 
would co-operate in helping the Treasury carry out its refund- 
ing operations. Thus far the Federal Reserve banks have not 
been large scale supporters of the market. In the two weeks 
to May 16, they made net purchases of $80 million of longer 
term bonds while their total holdings of government securities 
dropped by $300 million. Total loans by reporting member 
banks stood at $33.0 billion on May 9, little changed from 
the 32.9 billion of two weeks earlier. Adjusted demand deposits 
of the same banks at $49.7 billion took a healthy drop from 
the $51.21 billion total of a fortnight ago. The Federal Reserve's 
voluntary credit restraint committee showed its teeth when it 
advised banking groups that West Virginia’s proposed offering 
of $67.5 million to pay a veteran’s bonus was not urgently 
needed for public purposes nor directly related to the defense 
effort. As a result it appears that the state will not receive 
a bid when it puts the bonds up for sale on May 23. As long 
as whole-hearted co-operation by lending groups continues, 
there is a good chance of restraining the inflationary effects 
created by unnecessary borrowing. 


oO 
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TRADE—Retail sales in the past two weeks continued in the 
doldrums. Strenuous efforts to lighten inventories in slow mov- 
ing lines were noted and the auctioning of thousands of tele- 
vision sets in New York City drew wide-spread publicity. Sales 
by the nation’s retailers, however, were disappointing. For 
the country as a whole, department store sales, in the week 
ended May 12, bettered the year-ago figures by three per- 
cent. With prices up some 10%, unit turnover made a poor 
showing. Further evidence of April’s poor record was noted 
in the Commerce Department report of sales of large inde- 
pendent retailers on a nation-wide basis which declined one 
per cent from the same month a year ago, with automotive 
dealers and apparel stores making the worst comparison 
against a year earlier. 


———— —O- — $$$ 


INDUSTRY—The MWS Index of Business Activity has declined 
slightly in the past two weeks and for the week ended May 12 
it stood at 186.8. Industries which are showing moderately 
lower production figures (after seasonal adjustment) include 
coal and electric power while lumber shipments and paper- 
board output are still in an upward trend and steel output 
continues its record pace at 104% of capacity. 





COMMODITIES—News ordinarily considered bullish, such as 
the heightened tension in Iran, could not stem the downward 
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trend in commodities this past fortnight. Our index of spot 
prices of 14 raw materials at 194.3 on May 19, was down 
9.8% from the mid-February peak of 215.4. Some compo- 
nents of the index, such as iron, lead, copper and zinc, which 
are in short supply, remained at ceiling levels, but wheat, 
corn, wool tops and silk have shown continued weakness. 





—Q- 


RAYON SHIPMENTS in April to domestic consumers totalled 
109,100,000 pounds, which was 17% more than the 93,500,000 
pounds shipped in April a year ago, according to Rayon 
Organon. For the first four months of this year, shipments at 
426,700,000 pounds topped the year ago figures by 8%. 


* * * 


IMPORTS coming into the U. S. in March hit a new all-time 
high of $1,100 million while EXPORTS stood at $1,280 mil- 
lion, the highest export figure since December 1948. March 
imports and exports were some 50% above the 1950 monthly 
averages of $737.6 and $856.1 million, respectively. 


* * * 


The GROSS NATIONAL PRODUCT soared to a $314 
billion-a-year rate in the first quarter of 1951, according to 
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Essential Statistics 






























































































































































Wher ‘Wier Year Pearl~ PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) April 2.16 2.10 1.04 1.55 (Continued from page 207) 

Cumulative from mid-1940 April 414.0 411.8 375.1 13.8 the Commerce Department figures. Spurred 
FEDERAL GROSS DEBT—$b May 17 255 255 256 55.2 on by the defense program and _ higher 
MONEY SUPPLY—$b prices, America’s output of goods and ser- 

Demand Deposits—94 Centers____ | May 9 49.6 50.2 46.9 26.1 | Vices was up $42 billion since the start of 

Currency in Circulati May 16 273 273 27.0 107. | the Korean fighting, and $14 billion higher 

than the last quarter of 1950. Consumer 
SANK SESITS buying was at a $205 billion annual rate 

New York City—Sb = yee 4 son 426 | and over-all private domestic investment 

93 Other Centers—$b. —_? an “? ead 760 | at a $59 billion rate. Federal, State and 
PERSONAL INCOMES—$b (cd2) Mar. 243 241 219 102 local governments were spending at a rate 

Selesten wnt Vien ie 160 159 134 66 of $52.5 billion or just about one-sixth of 

Senpilenens! 4 iad: 47 48 40 23 the total national output. 

Interest and Dividend Mar. 20 i? 18 10 * * * 

Transfer Payment om. so ae an . Production of REFINED COPPER in the 
(INCOME FROM AGRICULTURE) ier. Lid Lid bie 10 United States amounted to 103,494 tons, 
POPULATION—m (e) (cb) eet 153.3 153.1 +1508 133.8 | the Copper Institute announced. This is a 

Non-Institutional, Age 14 & Over | March 108.9 109.2 109.0 101.8 | drop from the year-ago figure of 110,144 

liaise Alain mati 623 613 616 55.6 tons and some 9,500 tons less than the 
sloped ear 21 24 41 3,8 | Output of March of this year. Stocks of 
etend pian 60.1 58.9 576 51.8 | copper were holding up rather well, stand- 
ia tatteiion aieiiails 6.4 59 62 8.0 | ing at 52,800 tons at the end of April, off 
Non-Farm March 53.8 530 508 43.8 | nly 2,000 tons from a year ago. 
At Work March 57.5 56.5 54.7 43.2 sa = i 
Weekly Hours soete — el Oe The number of NEW DWELLINGS 
Man-Hours Weekly—b March 2.12 2.10 2.01 1.82 | started in April slumped to 88,000, 45,400 
EMPLOYEES, Non-Farm—m (Ib) Age. 45.9 45.8 42.9 37.5 |units or 34% below a year earlier, the 
Government Apr. 6.3 6.2 5.9 4 | Bureau of Labor Statistics reported. Al- 
Putors Aen. 13.1 13.2 116 11.7. |though new housing usually expands 
Weakly: Anes See 4.1 41.0 39.7 40.4 | strongly in the Spring, new starts this April 
snip Weak Gene paras 156.6 1563 142.5 773 | were 5,000 lower than March figures. 
Weekly Wage ($) Mer. 64.36 64.08 5657 21.33 i. 2 
PRICES—Wholesale (Ib2) May 15 182.2 1828 156.1 925 |. pr eee a . oe ene — 
Retail (ed) in April, according to the compilations o 
a As AO 3 Dun & Bradstreet. This is less “si the 806 
COST OF LIVING (Ib3)** Mar. 15 184.5 183.8 167.0 100.2 | failures of a year ago and also below the 

Food Mar. 15 226.2 226.0 196.0 113.1 | 732 business mortalities recorded in March 

Clothing Mar. 15 203.1 202.0 1850 113.8 |of this year. Total liabilities of these com- 

Rent Mar. 15 1347 1340 1229 107.8 | panies at $17 million in April also com- 
RETAIL TRADE—$b** pared favorably with the $21 million fig- 

Retail Store Sales (cd) Mar 12.4 13.0 11.1 47 citadel matinee 

Durable Goods Mar 43 47 3.7 11 ee ats 
Non-Durable Goods Mar. 8.1 8.3 7.4 3.6 OUTPUT OF 8,274 FREIGHT CARS 

Dep't Store Sales (mrb)_________ | Apr. 0.87 0.81 0.83 0.39 | in April showed a gain of 18% over pro- 

Retail Sales Credit, End Mo. (rb2)— | Mar. 11.3 11.5 9.5 5.5 duction in March and was almost nine 
MANUFACTURERS’ times the 971 cars produced in the same 

New Orders—$b (cd) Total Mar. 293 255 188 146 |month the year before. Builder's BACK- 

iedehi iinet ec 143 132 as nae LOGS of 155,871 cars at the end of April 
Non-Durable Goods _____| Mar. 10 0623s) 71g | Were Gown somewhat from the March fig- 
Shipments—$b (ed)—Total_____| Mar. 244 218 18.5 a3 | ure of 158,619 because increased output 
Durable Goods Mar. 11.5 9.9 8.1 4 [RARE er cates. 
Non-Durable Goods Mar. 129 «910.5 4.2 See Ae 
BUSINE _ ; The National Retail Furniture Association 
sce ton cpeatageaiettedtel NE so2 «6h. 2a6 | anMOunced that SALES of HOME FURN- 
Manufacturers’ Mar. 364 255 292 164 | SSHINGS in April decreased 2% from the 
Wholesalers’ i 114 15 Hy 41 [same month last year, reflecting consumer 
Retailers’ Mar. 184 178 143 a1 | buying apathy. Surveying trends so far 
Dept. Store Stocks (mrb) oe nye nips 23 ga this month, the Association noted that furn- 
: iture sales were showing a decided im- 
BUSINESS ACTIVITY—1—pc May 12 186.8 187.9 169.3 141.8 provement but found that demand for 
(M. W. S.)—I—np. May 12 218.0 219.2 199.3 146.5 |appliances continued slow. 
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a 
Latest Previous Pre- 
OOK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Mar. 222 221 187 174 VALUE of INDUSTRIAL CONSTRUC- 
urred Mining Mar. 158 158 144 133 TION put in place during April was $201 
jigher Durable Goods Mfr___——______.|_ Mar. 276 272 211 220 million, or 142% above the year ago fig- 
4 ser- Non-Durable Goods Mfr._————| Mar. 200 201 181 151 ure. The increase over the year before has 
art of CARLOADINGS—t—Total May 12 ene on ane a3 been widening month by month. In January 
iaher : : the increase was 111%, in February 122%, 
. leew ened sad = — _ and in March 126% over the same month 
yor rail “as "= sie ie - of the previous year 
rate Grain May 12 45 48 39 43 P _— 
tment * * * 

, ELEC. POWER Output (Kw.H.) m May 12 6,567 6,560 5,864 3,267 

— ° PAPER AND BOARD PRODUCTION 

th of SOFT COAL, Prod. (st) m May 12 9.6 9.7 10.1 10.8 during March amounted to 2,357,440 tons 

| Cumulative from Jan. 1________| May 12 196.0 164.7 164.6 44.6 | according to the Census Bureau. This is 16 
Stocks, End Mo Mar. 71.4 70.7 28.1 61.8 percent greater than the tonnage of March 

7 = 1950 and is the first time that production 
n the PETROLEUM—(bbls.) m has ever exceeded 2,300,000 tons a month. 
tons, Crude Output, Daily___________| May 12 6.2 6.2 5.1 4.1 This record was set with the industry 
is a Gasoline Stocks May 12 135 136 126 86 operating at 88.7 percent of capacity. 
144 Fuel Oil Stocks May 12 37 36 39 94 4 ° f 
’ . . 

: te Heating Oil Stocks May 12 47 45 38 55 
f = EMPLOYMENT in the IRON AND 
: 4 LUMBER, Prod.—(bd. ft.) m May 12 635 625 645 632 STEEL INDUSTRY at 663,100 persons 
ae ; Stocks, ind Mo. (bd. ft.) b______ | Mar. 6.3 6.4 6.3 12.6 | during March was higher than ever before, 
, a . . . 
STEEL INGOT PROD. (st) m Apr. 883 9.07 8.22 6,96 | according to estimates of the American 
sendiieaataties tees 2 post 34.5 987 30.4 747 Iron and Steel Institute, which also found 
aca etait : that the industry's PAYROLL during the 
NGS ENGINEERING CONSTRUCTION first quarter hit a new high record of $703 
400 AWARDS—$m (en) May 17 152 295 206 94 million, up 27 percent from a year ago. 
the Cumulative from Jan. 1_-_____] May 17 S715 5,563 4,120 5,692 si ie - 
ee MISCELLANEOUS FACTORY SALES OF VACUUM 
April Paperboard, New Orders (st)t_____] May 12 203 379 186 165 CLEANERS during April totalled 227,216 
P Cigarettes, Domestic Sales—b Mar. 30 29 32 17 units, a drop of 22.4 per cent from a year 
Do., Cigars—m Mee 455 435 453 543 ago and 21.7 per cent lower than March 
Do., Manufactured Tobacco (Ibs)m_| Mar. 18 18 22 28 of this year. 
JRES 
is of b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
806 (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
y the and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
arch r—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
-om- or week ended December 6. **—New Adjusted Series. 
= THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
id- 
g No. of —— 1951 Indexes ————_——- | (Nov. 14, 1936, Cl.—100) High Low May 12 May 19 

Issues (1925 Close—100) High Low May 12 May 19 100 HIGH PRICED STOCKS........ 117.0 108.8 114.79 = 111.55 

334 COMBINED AVERAGE .......... 196.8 182.0 189.2 183.7 100 LOW PRICED STOCKS . 245.8 224.5 231.98 224.51Z 
ARS 4 Agricultural Implements........ 292.7 252.9 268.7 268.7 5 Investment Trusts .............. 91.4 84.8 88.9 86.4 
pro- 10 Aircraft (‘27 Cl.—100)..... 333.0 286.7 296.0 286.7 3 Liquor (’27 Cl.—100).. 1202.0 1078.1 1158.4 1101.0 
nine 7 Air Lines (‘34 Cl.—100).......... 764.7 648.4 738.6 705.9 11 Machinery ........ scvccas 191.1 200.7 196.8 

GC AiniemimOnt © 6c6ikcicc ieee: 101.4 88.4 92.0 88.4Z Tf 1) Sto SS OC Ree a eee ee 152.0 133.3 138.6 133.3 
ame 10 Automobile Accessories ........ 257.6 240.3 2484 243.8 3 Meat Packing 2.0... 109.1 90.9 93.0 90.9Z 
CK- VW Automobiles... :csc.cucocccctssseses 46.3 41.8 43.8 41.8Z 13 Metals, Miscellaneous .. 280.9 245.4 2603 252.9 
\pril 3 Baking (‘26 Cl.—100)............ 23:2 21.1 22.2 21.8 MORENO oc ccnic asi ccecentaacssaassseaesices 386.6 344.3 379.9 366.5 
fig- 3 Business Machines settee QMnO 300.8 377.8 366.1 29 Petroleum ......... piaci cunts. Sele 355.0 390.5 376.3 
east 2 Bus Lines (‘26 Cl.—100)......... 183.1 160.8 160.8 160.8 30 Public Utilities ....... . 152.8 142.5 147.2 145.8 
py PS ee Sane 388.7 326.0 385.4 372.3 9 Radio & TV (‘27 Cl.—100)... 31.4 26.6 28.4 27.6 

SB Goal MAMING, 3 i6ic.55s<G5 ch cces-esee 18.3 13.5 13.9 13.52 8 Railroad Equipment .. se 73.8 64.3 67.7 66.3 

4 Communication .................... 72.5 62.6 65.1 62.6Z TAM ooo sco sus tasiack scenes 45.4 39.3 40.9 39.3 

WAGONSIRUMNOIN ..<cc.cccccetdacevecsctes 69.5 60.2 67.7 66.0 Oe ooo oics cscs actcccesiex oor 41.0 37.8 37.8 37.8 
tion F AGONNMER 6.02. 35120ssateassesdevses 428.8 376.5 417.9 399.7 3 Shipbuilding ............0.000000... 181.0 152.5 159.2 152.5Z 
RN- PF Comper 6 Brass ...<..2...6s320:25 147.1 132.8 145.8 139.3 DORR IONS. ooo accsinisvcccasscedcccss “SOOO 343.6 354.1 347.3 

h 2 Dalry Products. .......5-....:05:...2. 83.4 473 yf 76.7 FE SOON Oe NOW ..ccccccicicccecccsecc. TORS 147.4 153.3 148.9 
the 5 Department Stores ............... 84.5 71.1 73.2 FUIZ kT ara a ee . B86 66.5 77.6 725 
mer 6 Drugs & Toilet Articles......... 235.0 213.8 228.4 224.2 2 Sulphur 473.1 425.3 460.0 451.4 
far 2 Finance Companies ............. 293.4 243.0 283.6 276.3 5 Textiles 223.6 195.4 201.4 195.4 
urn- TGR AROATLGAS, «5 65 ox seascnssaseecess 200.9 185.9 189.6 185.9 3 Tires & Rubber ..................... 61.6 51.2 61.1 60.1 
. DP ich SHC «osc. acctaccnditeecsctics 118.4 110.5 110.5 110.5 GI oe 86.1 79.3 80.9 79.3Z 
_ ST EUPIIENINGE <cacsincenscsseceeecccaous' 75.0 69.4 71.0 71.0 2 Variety Stores «0.0.0.0... 320.7 308.7 316.4 313.3 
for 4 Gold Mining 724.1 601.6 607.1 601.6Z 20 Unclassified (’49 Cl.—100) 127.3 118.6 122.0 118.6Z 
Z—New low for 1951. 
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Trend of Commodities 





Inflation talk has been muted in the past two weeks as 
commodities continued their downward slide. The daily whole- 
sale price index of 28 commodities compiled by the Bureau 
of Labor Statistics closed on May 21 at 365.3 versus 371.2 
on May 7. In futures markets, grains have been especially 
soft. Despite the apparent imminence of wheat shipments to 
India, the large April exports and the increased tension in 
lran, that staple led the decline with the September future 
hitting a low of 237% on May 21 as compared with 2542 
some four weeks earlier. September corn has dropped 13 
cents in the past month. Corn disappearance from October 1 
to April 1 of 1,826 million bushels was 5% below the com- 
parable period a year earlier and the carry-over at the end 
of this season may be same 100 million bushels greater than 
previously expected. Prospects of a greatly increased pro- 


duction of cottonseed this year continued to influence the 
trend of soybean prices with the November new crop future 
down 812 cents per bushel in the past two weeks. Cottonseed 
oil was relatively steady; the October future was down only 
one-quarter cent at 19.70. However, this compares with the 
season’s high of 26.15 cents reached in January. The old 
cotton future went off the board at the 45.39 cent ceiling 
but new crop (December) at 38.90 continued to sell at a sub- 
stantial discount. Standing out against the general attrition 
in values was the strength in sugar. The domestic (#6) Sep. 
tember future at 6.79 cents was up sharply from 6.19 cents 
two weeks earlier. Deliveries of sugar in the United States 
from January 1 through May 12 totalled 2,596,964 tons versus 
2,517,215 tons a year ago. The 1951 Cuban sugar crop is 
expected to top that of last year by 160,000 tons. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 












































































Date 2 Wks. 3Mos. 1 Year Dec. 6 Date 2 Wks. 3 Mos. 1 Year Dec. 6 
May21 Ago Ago Ago 1941 May 21 Ago Ago Ago 1941 
28 Basic Commodities 365.3 371.2 390.7 260.9 156.9 7 Domestic Agriculture 390.3 404.0 416.2 326.1 163.9 
11 Imported Commodities 395.1 407.3 435.0 260.5 157.3 12 Foodstuffs 391.1 394.1 405.4 331.3 169.2 
17 Domestic Commodities 347.2 349.5 364.5 261.1 156.6 16 Raw Industrials 350.3 358.3 379.4 230.4 148.2 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 _1938 1937 
High 214.5 304.7 1640 958 743 783 658 93.8 
Low 194.3 134.2 1264 93.6 58.7 61.6 57.5 64.7 
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Average 1924-26 equals 100 

1951 1950 1947 1945 1941 1939 1938 1937 
High .. 215.4 202.8 184.4 111.7 88.9 67.9 57.7 866 
Low . 197.3 140.8 123.0 98.6 582 48.9 47.3 54.6 
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A milestone in the history of American steel pro- 
duction has been reached by completion of a new 
$5 million ore pier by the Baltimore & Ohio Railroad 
at Baltimore, Maryland. This new facility is capable 
of trans-loading 2000 tons of ore per hour from ship 
to railroad cars, and is the first of its kind especially 
constructed to accommodate the newer ocean-going 
carriers of up to 40,000 tons. Hundreds of prominent 
steel makers and leaders in the shipping and rail- 
road industries were on hand for the formal opening 
ceremonies on May 15, when a ship of the Bethlehem 
Steel Company berthed at the pier with a cargo of 
26,000 tons of high-grade iron ore from Chile. 


As an important step towards national defense, 
this new pier carries marked significance. Hereto- 
fore, America’s steel furnaces have been mostly fed 
with domestic ores, but in order to conserve these 
resources steelmakers have turned to develop foreign 
sources on a major scale. Not only iron ore, but also 
manganese, chrome, titanium and many other ores 
from all over the world can be imported in the larg- 
est carriers and be speeded on their overland jour- 
ney to the furnaces. Huge 15 ton buckets are em- 
ployed, as well as the world’s largest conveyor belt. 
The pier is 650 feet long and has two unloading 
towers. 


Development of new processes is aiding the war 
effort almost as much as improved equipment and 
products. The B. F. Goodrich Company, for example, 
has devised a continuous process for pickling steel, 
which cleans steel cartridge cases 50° faster than 
conventional methods. The new method carries un- 
usual significance, due to the critical copper supply. 
Most large caliber ammunition made from now on 
will be made with steel cases, rather than of brass, 
as used in former war periods. 


Willys-Overland Motors, Inc. has announced sign- 
ing of a facilities contract to begin a multi-million 
dollar tooling program for the production of land- 
ing gears for the Air Force. According to expecta- 
tions, the first phase of this production will exceed 
$3 million in value. Another $2 million tooling pro- 
gram is planned for the production of shell cart- 
ridges. 350 heavy duty machine tools will be installed 
for production of landing gears alone. Both the land- 
ing gear and shell projects were included in the 
ar agli recently reported backlog orders of $250 
million. 


The Convair XF-92A, world’s first delta wing air- 
plane, is about to explore the sonic barrier high 
above California, according to an announcement by 
Consolidated Vultee Aircraft Corporation. The wing 
of this plane is triangular in shape, with the apex 
forward, and it has been termed the “plane of the 
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future.” On test flights with a less powerful engine 
than the turbojet that will now be emploved, this 
aircraft made more than 80 successful flights, many 
in the supersonic range. This new engine is expected 
to provide substantially greater performance at high 
altitudes. 


Described as one of the most modern paint manu- 
facturing units ever constructed, the new $1.25 mil- 
lion plant of the Pittsburgh Plate Glass Company 
was formally opened at Torrance, California, on 
May 16. The location is about 15 miles from down- 
town Los Angeles. The 172,000 square foot plant 
and office building is mostly a one-story, earthquake 
resistant structure, providing several functional lev- 
els to speed indispensable gravity flow requirements. 
All liquids are pumped to point of use by a remote 
control system. Aside from _ ultra-efficiency, the 
architecture and decorations give the entire facility 
the most up-to-date appearance. 


Ground was broken this month for a new chemical 
research laboratory at Gulf Oil Corporation’s re- 
search center near Pittsburgh. The building and 
equipment will cost an estimated $1.1 million and, 
barring material shortages, should be completed 
within a year. Space will be divided into 33 labo- 
ratory rooms, 25 offices and service areas, aircon- 
ditioned and with exhaust facilities to carry away 
all fumes. The building is further evidence of the 
company’s intention to remain in the forefront of 
chemistry research. 


Development of the first free-flight meteorological 
balloon capable of rising to an altitude of 150,000 
feet or about 30 miles, is the objective of a two-year 
research program just instituted by Dewey and Almy 
Chemical Company under contract to the Signal 
Corps. Fully expanded, this balloon is expected to 
measure about 130 feet in diameter and must be able 
to carry a five pound load of instruments for study- 
ing cosmic rays and atmospheric conditions at a 30 
mile altitude. With the exception of giant rockets, 
no man made or natural device has ever reached 
this height. 


The Army Ordnance Corps now fires the newest 
rockets to a record breaking height of 250 miles, but 
in the process has to overcome ten variable factors, 
including wind direction, air density, wind velocity, 
geography, range and the rotation of the earth. The 
latter problem has been solved by firing the rockets 
nearly ten degrees away from the target course. On 
a record flight, a typical two-stage rocket would be 
in the air for more than ten minutes, and because of 
the earth’s rotation would descend about 15 miles 
from an intended spot unless proper mathematical 
allowances were made in advance. 
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Pacific Gas and Electric Company has increased 
its postwar expansion program, completed or 
planned, to above the billion-dollar mark, by order- 
ing four additional steam-operated electric genera- 
tors which, with companion equipment, will cost $86 
million. These giants will have capacity of 125,000 
kilowatts (167,600 horsepower) each. The total of 
500,000 kws could supply all the needs of a city with 
one million population. Since V-J day the company 
has invested more than $660 million in new facilities 
and in the next three years will spend an additional 
$350 million. 


An industry sponsored school to train Air Force 
personnel in the maintenance of military electronics 
equipment has been officially opened at Pimlico Air- 
port in Baltimore by Bendix Aviation Corporation. 
With an enrollment made up largely of Air Force 
men, the school is operating two shifts daily with a 
faculty of ten Bendix and two U.S.A.F. instructors. 
An eight week course represents the final phase 
of training in electronic equipment. Bendix Radio 
Division is now shipping one million dollars of elec- 
tronic products weekly to the armed forces and has 
$30 million of defense work subcontracted to smaller 
firms or in process of negotiation. 


According to figures recently released by a divi- 
sion of Schenley Industries, moonshiners have been 
surrpisingly active. Federal agents of the Alcohol 
Tax Unit seized 10,029 illicit stills during 1950. With 
a minimum daily capacity of 288,000 gallons, the 
moonshiners produced more whiskey than the entire 
legal liquor industry and cost the Government an 
estimated $2.5 million in lost taxes every day they 
were in operation. 


The coal industry is booming at a record rate 
under the stimulus of the defense program. Because 
all fuels may be in tight supply by next fall, indus- 
trial and utility users of bituminous coal are buying 
for use in coming months about 25% more than they 
used in the same period last year. Leaders in the 
coal industry predict that by the end of the current 
year, weekly coal production of 12 million tons will 
equal peak output during World War II years. 


In the opinion of Ralph Strout, an executive of 
Eastman Kodak Company’s subsidiary in Brazil, the 
market potentials for photographic materials in that 
Latin-American country barely have been touched. 
Demand in Brazil presently far exceeds the supply, 
partly due to import restrictions. Eastman is assist- 
ing producers of the first Brazilian movie, “Caicara,” 
said to compare favorably with Hollywood feature 
length films. A second film, depicting life on coffee 
plantations, is in production. While Mr. Strout is 
enthusiastic over Brazil, he points out that transpor- 
tation and mass education are the limiting factors 
in the booming industrial expansion now taking 
place there. The Government, though, is taking steps 
to remedy this situation. 


Among some of the high spots of the show at the 
dedication of the big new du Pont Experimental 
Station was a first exhibition of cloth made from the 
company’s Orlon acrylic fiber specially processed 
so it won’t burn at temperatures as high as 1400 
degrees fahrenheit. New synthetic fiber furs also 
attracted much attention. Fire hose made partially 
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of Dacron polyester fiber was also shown, so light 
in weight that a fire truck could increase its load by 
40%. Du Pont’s titanium was represented in sponge, 
tube, sheet and ingot form to highlight the advan- 
tages of this much talked of and very promising 
metal. From titanium tetrachloride technicians of 
the company have developed a new paint that is 
heavily resistant to fire, and that may become of 
great value for use on ships, after the problem of 
— satisfactory adhesion to metal has been 
solved. 


Sinclair Oil Company is out with a very novel 
idea in advertising. Newspapers throughout the 
country will soon announce the Sinclair Plan in full 
page ads. This project offers to open the doors of 
the company’s great research laboratories to any 
American, whoever he may be, who thinks he has 
a better idea for a petroleum product. This action 
stems from the belief by Sinclair that independent 
inventors are handicapped by the complexity of mod- 
ern science and technology—not because of scarce 
new ideas but because of inadequate facilities for 
experimentation. 


A newly formed concern, Tennessee Steel Com. 
pany, has been granted certificates of necessity by 
the National Production Authority to write off 
through accelerated amortization almost $9.6 million 
of new facilities. This write-off represents about 
65% of the total capital investment required. The 
company plans to produce steel shapes, bars and 
strips, mainly using steel scrap rather than ore for 
basic material. A capacity of 136,000 tons has been 
planned. 


In order to increase production of precision plate 
glass, Libbey-Owen-Ford Glass Company plans _ to 
expand its Rossford, Ohio, plant at a cost of $14.1 
million. As the new facilities will be used mainly for 
defense work, NPA has granted the company a cer- 
tificate of necessity to accelerate amortization within 
a five year period. During the late war this company 
manufactured more than 5 million pieces of precision 
optical glass for the Armed Forces, and is well 
situated to embark on a similar program. 


Johns-Manville Corporation’s research activities 
are continuing at a high level and plans are being 
formed to expand them. The company already is 
constructing a new building at its research center 
to handle a number of projects in connection with 
defense industries. Present plans envisage construc- 
tion of a new mill at the company’s largest asbestos 
mine in Quebec to replace the present mill and to 
increase output. By the end of this year, it is 
expected that as much as 75% of asbestos mined 
by J-M will be extracted by underground operation 
rather than by open pit methods. 


A new $12 million plant at the Houston refinery 
of Shell Oil Company has been planned. This new 
unit should produce more than 19 million gallons 
of benzene a year from petroleum. Additionally, 
the facility will produce 38 million gallons of toluene 
concentrate annually, in wide demand for the manu- 
facture of high octane gasolene. Current stepped up 
production of synthetic rubber, plastics, nylon and 
detergents will require large amounts of benzene, 
presently in very critical supply. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Federated Department Stores, Inc. 


“Please furnish inventory position 
and recent earnings and dividends of 
Federated Department Stores.” 


J. R., Asbury Park, N. J. 

Net sales totaling $389,065,588 
for the year ending February 3, 
1951 were reported by Federated 
Department Stores, Inc., one of 
America’s largest retailing 
groups. This figure represented an 
increase of $30,514,579 over pre- 
vious year and $42,539,281 great- 
er than 1948. 

Earnings amounted to $18,098,- 
968 equal to $6.41 per share of 
common stock, based on the aver- 
age number of shares outstanding 
during the year. This compared to 
per share earnings of $5.57 in 
1949 and $5.84 in 1948. Earnings 
after taxes amounted to 4.7% of 
sales as against 4.4% in 1949 and 
1948. 

Cash dividends for 1950 totaled 
$2.50 per share on the common 
stock and a 20% stock dividend 
has been issued this year and the 
company plans to maintain a cash 
dividend rate of $2.50 per share 
on the increased number of shares. 

Merchandise inventories and 
commitments at the year-end 
were substantially heavier than 
last year’s, being equal to approxi- 
mately 143 days selling require- 
ments compared to 94 days in the 
previous year. 

This larger than normal condi- 
tion was the result of the disrup- 
tion of normal conditions of mer- 
chandise occurring with the event 
of the Korean war. Commitment 
schedules were accelerated in 
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order to provide proper supplies 
for customers, a procedure typical 
of the transition from normal 
peacetime economy to substantial- 
ly increased defense activities. 

Principal department stores in 
the Federated Department Store 
group are the following: Filene’s 
of Boston, Abraham & Straus, 
Brooklyn, F. & R. Lazarus Com- 
pany in Columbus, Ohio, John 
Shillito Company in Cincinnati, 
Ohio, Bloomingdale’s, New York, 
Halliburtons, Oklahoma City, The 
Milwaukee-Boston Store, Milwau- 
kee; Foley’s, Houston, Texas. 

Sales during last year, helped 
by an extra week’s business, in- 
creased for the twelfth consecu- 
tive year. This constituted an in- 
crease of 8.5% over the preceding 
year and was accompanied by 
2.8% increase in number of sale 
transactions. During the past dec- 
ade, Federated’s annual sales have 
risen from $114,677,245. The 
$274,408,354 annual sales increase 
over sales of ten years ago, was 
due to: (a) Improved merchan- 
dising techniques, which resulted 
in a larger number of sales per 
square foot of selling space; (b) 
Additional space in existing 
stores, new branches and acqui- 
sition of new stores; (c) Increase 
in the average sales check. 


Beatrice Foods Company 


“Please report sales volume of Bea- 
trice Foods Company and also break- 
down of sales in its important divisions.” 


L. I., Salem, Mass. 
Sales of Beatrice Foods Com- 
pany for the fiscal year ended 





28, 1951 reached the 


February 
$200 million level for the first 


time in the company’s history. 
Profits were not as good as the 
previous year, and this was large- 
ly due to increased taxes, but 
probably averaged as well as for 
the last five years. 

Of last year’s sales, 30% were 
fluid milk and cream business, 
24% butter business and 16% ice 
cream. Products other than dairy, 
such as frozen foods, cold storage, 
specialty foods and services, ac- 
counted for 18%; poultry and 
eggs 45%. 

Sales for the first ten months 
ended December 31, 1950 amount- 
ed to $169,820,000, an increase 
of $9,060,000 or 5.6%. Sales on 
a unit basis for the same period 
increased by 7.3%. 

Consolidated balance sheet as 
of February 28, 1951 showed 
total current assets of $25,698,793, 
total current liabilities of $4,- 
500,433, leaving net current as- 
sets of $21,198,360. 

Dividends including extras tot- 
aled $3.00 a share in 1950 and 
$1.50, including an extra has been 
paid thus far in the current year. 


Mesta Machine Company 

“As the machine tool companies are 
receiving substantial orders, please re- 
port recent operations of Mesta Machine 
Company, order backlog and financial 
position.” 

H. A., Saginaw, Michigan 

Net income of Mesta Machine 
Company for the year ended De- 
cember 31, 1950 was $5,600,524 
after all charges and taxes, equal 
to $5.60 per share on the 1 million 
shares of common stock outstand- 
ing. Income taxes amounted to 
$5,280,000 which includes $550,- 
000 excess profits tax. For 1949 
net income was $5,304,299 or 
$5.30 per share. 

Uncompleted business on com- 
pany’s books at the end of the 
vear amounted to $53 million, the 
highest for any peacetime year 
in the company’s history, against 
$31 million carried over from the 
previous year. 

This unprecedented backlog, to- 
gether with the orders received 
so far this year end the additional 
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large volume of business in pros- 
pect, should assure continuous 
operations at maximum capacity 
during 1951, according to the 
president of the company. The net 
results, however, depend on the 
new tax structure, government 
regulations and manpower prob- 
lems. Since everything produced 
by the company is, at least in- 
directly, very important to the 
defense program, any difficulties 
that may lie ahead should be ad- 
justed in a reasonable satisfactory 
manner. New capital expendi- 
tures for the year amounted to 
$270,926, and because of the large 
volume of work on hand the di- 
rectors have appropriated $930,- 
000 for additional equipment. 

Total current assets at Decem- 
ber 31, 1950 were $18,561,001 
and current liabilities $5,777,567. 
Earned surplus was $17,787,160 
as compared with $15,644,603 at 
the end of 1949. 

Dividends including extras tot- 
aled $3.50 a share in 1950 and 
6214¢ is the current quarterly 
rate. 


Noma Electric Corporation 

“Will you please submit recent earn- 
ings of Noma Electric Corporation and 
financial position?” 

B. F., Dallas, Texas 

Noma Electric Corporation had 
consolidated net profit of $1,027,- 
940 for the nine months ended 
March 31, 1951, compared with 
$626,704 for the similar period a 
year ago. The company operates 
on a fiscal year basis ending 
June 30. 

Consolidated net income for the 
first nine months of the current 
fiscal year is equal to $1.26 on the 
816,224 shares now outstanding. 
Earnings for the similar period 
a year ago was equal to 77¢ a 
share when adjusted to the cur- 
rent number of shares out- 
standing. 

Net sales of the company for 
the nine-month period amounted 
to $32,157,103 compared with 
$23,955,118 a year ago. Sales for 
the three months ended March 31, 
1951 totaled $7,609,052 compared 
with $3,420,540 a year previously. 

March quarter results reflect in 
part the profitable operations of 
the Estate Heatrola,, K-D Lamp 
and Ansonia Electrical Divisions, 
and the recently acquired Ward 
Heater Company and the Toledo 
Desk & Fixture Company, which 
helped to reduce the losses cus- 
tomary in the seasonal divisions 
during that quarter. 

Consolidated net loss for the 
‘March quarter was $52,013, in- 
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cluding income of $214,203 from 
adjustment of unused reserve set 
up in the six months period ended 
December 31, 1950. This com- 
pares with a loss of $378,331 in 
the similar period a year ago. 
Current assets as of March 31, 
1951 amounted to $20,612,037, 
including cash of $5,442,436. Cur- 
rent liabilities amounted to $9,- 
908,388, including bank loans of 
$5 million due January 15, 1952. 
Dividends in 1950 on the pres- 
ent stock were 20¢ per share and 
25¢ was paid on March 31, 1951. 


Collins & Aikman Corporation 

“As Iam trying to evaluate Collins & 
Aikman to see whether it has any 
growth prospects, will you please report 
any recent research developments of the 
company, also operating revenues and 
defense orders, if any?” 

I. S., Canton, Ohio 

Collins & Aikman Corporation 
and subsidiaries had sales of $49,- 
355,000 for the 53 weeks ended 
March 31, 1951, the highest ever 
recorded. It compares with $30,- 
534,000 for the previous fiscal 
year. Net income for the company 
and its subsidiaries, including the 
Canadian subsidiary, after Fed- 
eral, State and Canadian taxes, 
amounted to $1,502,000 for the 
latest year. This is equivalent to 
$2.67 per share on the common 
stock and does not include pro- 
ceeds from life insurance of 
$209,000. It compares with con- 
solidated net earnings of $341,000 
for the previous fiscal year which 
was equivalent to 61¢ per share 
on the common stock. 

The past year’s earnings of the 
company are calculated on the 
basis of the “Lifo”’ method of in- 
ventory, instead of the “first-in, 
first-out” method used in former 
years. This change resulted in 
closing inventories being reduced 
by approximately $3,072,000, and 
net profits after Federal and State 
income taxes, by approximately 
$1,346,000. The change to the 
“Lifo” method was justified ac- 
cording to the president of the 
company, because of the rapid rise 
of commodity prices, and because 
it resulted in the creation of a 
substantial inventory reserve in 
a period of high prices with a cor- 
responding saving in Federal in- 
come taxes. 


Company research develop- 
ments were important factors in 
making possible increased pro- 
duction and earnings, chief among 
these being the Bird spinning 
system, an exclusive C & A de- 
velopment. This system, which 
permits the spinning of various 
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lengths and types of natural o 
artificial fibers with only slight 
changes in plant machinery make; 
substantial production increase; 
possible without additional facili. 
ties. The system is now being of. 
fered to other manufacturers un. 
der a licensing arrangement. 

During the past year, the com. 
pany has received approximately 
$15 million in military orders. 

The company’s pioneering in 
the production of nylon uphol. 
stery, both for automobiles and 
furniture, has strengthened its 
position in those fields. Develop. 
ment of styling and new manv. 
facturing procedures have 
brought about other new fabric; 
for the furniture and automotive 
fields. 

In its ready-to-wear line the 
company has added a group of 
fancy worsteds for men’s and 
women’s wear trade, with a siz. 
able increase in number of men’s 
wear manufacturers who are us- 
ing its gabardine and plain 
woolens. 

Dividends in 1950 totaled 25¢ 
per share and 50¢ has been de 
clared thus far in 1951. 


Raymond Concrete Pile Company 


“T have been a subscriber to your 
magazine for a good many years and 
only on occasion have taken advantage 
of your Personal Consultation Service. 
Please furnish information in regard 
to Raymond Concrete Pile Company, re- 
cent earnings and prospects.” 


T. A., Oakland, California 


Net income of Raymond Con- 
crete Pile Company, foundation 
and heavy construction firm, was 
$1,988,310, after taxes and pre. 
ferred dividends, equal to $5.37 
a share on outstanding 370,434 
common shares. On a comparative 
basis, 1949 earnings were $2, 
476,144 or $6.70 a share. 

Common dividends of $2.80 a 
share, largest in the company’s 
history, were paid in 1950. In ad- 
dition, total dividends of $29,899 
were paid to owners of $9,928 
shares of $3.00 preferred stock. 
In 1949, the common dividends of 
$2.60 per share were paid. 

A comparative tabulation of 
earnings, taxes, dividends and 
book values for past five years 
shows a book value of $26.05 a 
share, which has increased each 
year from $12.12 in 1946. Federal 
income taxes of $865,000 were 
paid in 1950, and $951,000 of in- 
come was reinvested in the busi- 
ness. 

During the first few months of 
1950, volume of business dropped 
substantially below normal. In 

(Please turn to page 277) 
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Capital Increases Via 
Subscription Rights 





(Continued from page 255) 


the road ahead, has enabled the 
company to raise substantial 
amounts of new capital to finance 
its present expansion program, as 
well as reduce the amount of out- 
standing 434% first preferred and 
7% second preferred. In order to 
attain the ends mentioned, war- 
rants were issued entitling com- 
mon stockholders to subscribe to 
one million shares of new 414% 
Series A convertible preferred at 
the rate of 6/35 of a share of new 
preferred for each share of com- 
mon held. 


Holders of both the first and 
second preferred stocks, subject to 
the rights of the common, were 
given an opportunity to exchange 
for the new preferred. More than 
85% of the offering was taken up 
by the exercise of warrants or by 
exchanges, and the remaining 
142,108 shares were sold by an 
underwriting syndicate at $100 a 
share and accumulated dividends. 
Since then, investment demand 
for the convertible preferred has 
been so insistent that the shares 
recently sold at 107%, to yield 
42%. 

Sharply increased volume of 
military output, together with 
mounting backlog orders, recently 
induced Thompson Products to 
enlarge its capital resources. In 
order to carry rapidly swelling in- 
ventories, the company plans to 
borrow $35 million on a V-loan 
credit from a group of banks, but 
as a more permanent measure to 
finance expansion needs has raised 
about $4 million by issuance of 
131,000 shares of common stock 
at 31. Stockholders subscribed to 
127,358 shares or 97.08% of the 
amount offered, leaving only a 
nominal number of shares for the 
underwriters to sell. 

During the first quarter of 
1951, Thompson Products earned 
$1.92 per share, thus proving abil- 
ity to absorb increased taxes 
fairly well. In view of this and 
encouraging potentials for con- 
tinued favorable operations, the 
company’s share prices recently 
advanced to around 41 and at this 
writing are quoted at about 38. 

Although General Instrument 
Corporation operated with a defi- 
cit of 22 cents a share last year, 
a considerable rise in backlog 
orders has brightened prospects 
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in the current year enough to com- 
plete a successful offering of 
121,000 shares of common to 
stockholders at $9.50 a share. Sub- 
scriptions for as many as 170,436 
shares were received, or 140% of 
the offering. 

This impressive acceptance was 
probably due to a considerable 
concentration of holdings by large 
stockholders who were well posted 
on their company’s operating po- 
tentials. Additionaly, the offering 
price was near the low for several 
years past and compared with a 
high of better than 16 in 1947. 
1950 dividends totalled only 40 
cents a share, but 20 cents was 
paid on May 15. 

In addition to the recent offer- 
ings of new stocks of concerns 
listed on the Big Board, there 
have been many others of firms 
listed on the Curb or other ex- 
changes. Some of the offerings 
listed in our table as yet have not 
been fully completed, hence their 
reception is not definitely known. 
Quotations on the Stock Exchange 
higher than the offering price, 
though, provide valid clues to suc- 
cessful completions. 

As initially stated, the bulk of 
such offerings have been quite 
successful so far this year and the 
“rights” frequently have been 
valuable. But more recently the 
reception of subscription offerings 
in some instances has not been 
quite as good as before, possibly 
indicating some distrust of cur- 
rent price levels. In this sense, 
poor reception of offerings 
through rights could be an indi- 
cator of declining market trends. 
However, evidence in this respect 
so far is hardly conclusive, par- 
ticularly since there is no undue 
accumulation of security offerings 
in dealers’ or underwriters’ hands. 
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of its annual requirements from 
these suppliers, and thus has been 
able to expand its operations. As 
a result of the improved supply, 
the company was able to add 200,- 
000 house heating customers in 
1949 and 1950, and last year sold 
an average of 1.3 billion cubic feet 
of natural gas per day, while 
gross revenues rose to $159.8 mil- 
lion, compared with $123.8 mil- 
lion the year before. 

In order to attain this satisfac- 
tory progress, Columbia Gas Sys- 
tem has spent more than $190 mil- 


lion since 1944 to improve its fa- 
cilities, partly by constructing in- 
terconnecting pipelines. Of major 
importance, though, has been the 
adjustment of some of the com- 
pany’s ten thousand wells to serve 
as storage for gas in summer 
months when demand is light. By 
this process only has it been pos. 
sible to accumulate the vast 
amount of winter fuel now dis- 
tributed, and the undertaking has 
proved entirely successful. The 
company can now purchase natur- 
al gas on long term contracts at 
a fairly uniform rate the year 
around, and utilize its local supply 
in periods of peak demand. 


Trend Reversed 


Earnings of Columbia Gas Sys- 
tem declined during 1947 and 
1948, when heavy construction 
costs pared profits, but the trend 
reversed in the past two years and 
continued upward in the first 
quarter of 1951. On nearly 14.8 
million common shares, $1.18 per 
share was earned in 1950 versus 
84 cents the year before, while 
net earnings of 68 cents in the 
first quarter of 1951 compared 
with 58 cents a share in the same 
period last year. Dividends this 
year were modestly advanced to 
a quarterly rate of 20 cents a 
share, establishing a rather satis- 
factory yield of 5.8%. 

Consolidated Natural Gas Com- 
pany, operating in Ohio, Pennsy!- 
vania, West Virginia and New 
York State, seems to be forging 
ahead notably. The company not 
only serves a population of about 
5.8 million in 696 communities, 
but also sells gas at wholesale to 
31 utility companies in other cen- 
ters. Natural gas reserves in the 
Appalachian area are declining, 
but should continue to flow for at 
least 20 years. 

Like Columbia Gas System, 
Consolidated Natural Gas now 
purchases from the major pipe 
lines huge quantities of natural 
gas originating in the Southwest 
and to stabilize purchases, stores 
gas in its unused local wells. To 
keep abreast of rapidly expanding 
demand, the company spent $33 
million for plant improvements 
last year and may spend $60 mil- 
lion during 1951. 

How the operations of this con- 
cern are improving is well shown 
by a rise in gross revenues last 
year to $134.7 million for a 26% 
gain over 1949, while earnings 
per share rose to $5.03 from $3.59. 

(Please turn to page 270) 


THE MAGAZINE OF WALL STREET 








an aae 


ANNUAL GROSS REVENUE 





its fa. 
ing in. 
major 
en the 
> com- 
9 Serve 
immer 
‘ht. By 
N pos- 

vast 
Ww dis- 
ng has 
. The 
natur- 
icts at 
» year 
supply 


s Sys- 
i and 
uction 
trend 
rs and 

first 
y 14.8 
8 per 
versus 
while 
n the 
pared 
same 
3 this 
ed to 
nts a 
satis- 


Com- 
insyl- 
New 
rging 
y not 
about 
lities, 
ile to 
* cen- 
n the 
ning, 
‘or at 


stem, 

now 

pipe 
tural 
1west 
tores 
3. To 
ding 
| $33 
1ents 

mil- 


con- 
10wn 
- last 
26% 
ings 
8.59. 
) 


EET 











The Dayton Power and Light Company serves ap- 
proximately a seventh of the State of Ohio. Through- 
out this 24-county territory, comprising 6,041 
square miles, we serve 282 villages, towns, cities 
and adjacent suburban and rural areas. 





The 1950 Dayton Power and Light Company Annual 
Report discloses that in the last five years the expansion 
of existing industries and the development of new plants 
in our area have resulted in a 61% increase in industrial 
kilowatt sales and that we are prepared for further expan- 
sion. The report points out that farm income is far above 
the national average and our farmers are recognized as one 
of the most progressive groups in the country. 

The Annual! Report also discloses that net earnings in 
1950 from our combined electric, gas, steam and water 
services were $6,465,996, highest in our history and equiv- 


ONE OF THE MOST PROGRESSIVE 
SECTIONS IN AMERICA _ 
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alent to $2.83 per share based on 2,282,142 shares out- 
standing, compared with $2.78 in 1949 on 1,983,333 shares. 
With the sale of two issues of stock during the year we have 
continued to maintain excellent balance in our capital struc- 
ture. The proceeds from these issues were used to finance 
part of our construction program. 

All of us—stockholders, officers, directors and employees 
—combining our efforts as free men, are bending every effort 
to maintain the green light of progress for the homeowner, 
the industrialist, the merchant and the farmer; for every- 
body in this territory. 

We believe our achievements are due to the teamwork 
of the company, its 17,395 stockholders and its 2258 em- 
ployees—and that it is equally important for all of us to 
maintain constant vigilance to preserve here at home those 
tenets of private initiative and private enterprise that we are 
so ardently preparing to defend from attack from outside. 


WE WILL BE PLEASED TO MAIL YOU A COPY OF OUR 1950 ANNUAL REPORT 
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Larger unit sales combined with 
higher rates accounted for the im- 
provement. For 12 months ended 
March 31, 1951, $5.76 per share 
was earned compared with $4.10 
a year earlier. This includes the 
excellent first quarter net of $3.29 
a share. 

In the circumstances it is no 
great surprise that an extra divi- 
dend of 25 cents supplemented the 
May 15 semi-annual dividend of 
$1 per share, the latter having 
been regularly maintained since 
1944. As the capital structure of 
Consolidated Natural Gas is very 
conservative, with the common 
stock representing 67% of the 
total, the equities hold consider- 
able investment appeal and are 
not lacking in long term appreci- 
ation potentials. 


Among major distributors in 
the industry, Southern Natural 
Gas has made excellent progress. 
This company operates a network 
of natural gas pipelines from 
Texas-Louisiana fields to Atlanta, 
Georgia and to markets in Missis- 
sippi and Alabama, where in- 
dustrial expansion is going on 
apace. This company succeeded 
to an unsuccessful predecessor in 
1936 and has paid dividends con- 
tinuously ever since. During this 
same period, net earnings have 
risen by about 436% and are still 
advancing, although at a moder- 
ate pace. $3.82 per share was 
earned in 1950 compared with 
$3.27 in 1949, and net for first 
quarter 1951 came to $1.44 a 
share. 


Has Long Term Contracts 


Southern Natural Gas _ holds 
long term contracts with numer- 
ous natural gas producers, main- 
ly in the Southwest, with proven 
reserves sufficient to meet the 
company’s present requirements 
for at least a quarter of a century. 
As the company can sell all the 
gas it can get in its expanding 
markets and transmission from 
the Southwestern fields is rela- 
tively short, its operating advan- 
tages are obvious. 

In connection with present ex- 
pansion plans, the management 
aims to establish a conservative 
capital structure with a 60% debt 
ratio and 40% equity, and with 
average interest rates of 3%, it 
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should be possible to earn about 
13% on the common, if the au- 
thorities hold rates to legal di- 
mensions relative to invested capi- 
tal. In view of the encouraging 
outlook, the quarterly dividend 
rate was raised to 6214 cents a 
share in May, indicating a satis- 
factory yield of 5.6% at a recent 
price of 4414 for the equities. 


Tennessee Gas Transmission 
Company, operating a pipe line 
system that covers more than 
4,200 miles and extends from 
South Texas to Western New 
York State, is rapidly expanding 
its activities and profits. A $120 
million expansion program has in- 
creased the delivery capacity of 
the system to one billion cubic feet 
per day, and further expansion 
plans on file with the Federal 
Power Commission envisage a ca- 
pacity of 1.5 billion cubic feet. 
By next fall, the company hopes 
to extend its pipeline system to 
New England and as domestic 
supplies of pipe are extremely 
tight, 40,000 tons of steel plate 
will be imported from Holland for 
fabrication into large diameter 
pipe. 


Sharp Earnings Uptrend 


During 1950, gross revenues of 
Tennessee Gas Transmission 
Company rose to $53.3 million, 
nearly 30% above 1949, while net 
earnings of $1.73 per share com- 
pared with $1.32 the year before. 
Operations in the current year 
should benefit by completion of a 
liquid hydrocarbon extraction 
plant in Texas, expected to pro- 
duce about 323,000 gallons daily 
of ethane, butane, protane and 
natural gasolene from natural gas. 
During 1950, the company in- 
creased its total gas reserves 
available under contract to more 
than 10 trillion cubic feet. Annual 
dividends of Tennessee Gas Trans- 
mission seem secure at a $1.40 per 
share rate and may continue to 
be supplemented by occasional 
stock dividends. 

The Texas Gas Transmission 
Corporation, operator of a 2400 
mile gas pipeline network between 
the Southwest and the Appala- 
chian area, more than doubled its 
earnings during 1950. Net per 
share advanced to $1.95 from 81 
cents in 1949, reflecting comple- 
tion of a large scale expansion 
program and progressive opera- 
tion of new facilities during last 
year. Operating revenues ad- 
vanced from $9.9 million a year 
ago to $30.8 million in 1950, with 
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gas sales mounting to 140.3 pj 
lion cubic feet from 51.6 billig, 
Early in 1951, Texas Gas appli 
to the FPC to certify a new $46 
million pipe line to serve pressiy 
demand from its utility and i 
dustrial customers. As with map 
other pipe line operators, thoug 
continued rapid growth of thi 
concern may be hampered by th 
tight supply of large pipe, despit§ - 
priority allocations. 


Second Birthday 


As we go to press, one of th 
largest pipeline companies is ob 
serving its second birthday. Thi 
newcomer, Transcontinental Gs 
Pipe Line Corporation, in Jany 
ary 1951 completed constructic 
of the world’s longest gas tran 
mission line—1840 miles long anj 
connecting the natural gas field 
of Louisiana and Texas with th 
New York City market. Othe 
markets are tapped along thi 
route, and branch lines reach : 
number of gas fields. The FPC ha 
also authorized construction of ; 
27-mile line extending to Green 
wich, Conn., to connect with 
Northeastern Transmission Conf ™% 
pany which will serve New Eng 
land. 


The operations and financing 
of Transcontinental are typical 0 
the industry it represents. Thi 
company has executed or is nego 
tiating contracts td sell a numbel 
of leading utility concerns mort 
than 530 million cubic feet of nat. 
ural gas per day over a 20-year 
period, and on satisfactory terms! 
In order to guarantee deliveries 
purchase contracts have beel 
signed with natural gas producer 
to fully cover the amounts re 
quired. 





Capital Structure 


Because of these assured opera} 
tions and of rates based on a s¢t 
return on invested capital, the 
company was able to sell $171. 
million low rate bonds to insti 
tutional investors. The of 3504 





capital structure consists of 550, 
000 shares of preferred stock an 
about 3.5 million shares of com 
mon. During 1951, net earnings 
should rise sharply from the nom} 
inal amount attained in 1950 prior 
to commencement of large scalq 
deliveries. Over the longer term 
Transcontinental’s prospects for F 
continued growth are quite en 

couraging. 
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—_ Chesterfield power station, first with an 
installed rated capacity of 50,000 Kw., 
has been extended with an additional 
unit of 60,000 Kw. rated capacity, and 
a further addition of 100,000 Kw. rated 
capacity is now under construction. 
capes Recently completed Bremo station show- 
al the ing the new extension of 60,000 Kw. 
$1712 rated capacity, trebling the capacity of 
) insti: this station. 
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Special Study of 
Utility Companies 





(Continued from page 245) 


other hand there are two favor- 


able factors . . 


(1) continuing 


installation of efficient new gene- 
rators with their low KWH con- 
sumption of coal, and (2) the fact 
that utilities are now better pro- 
tected than ever before against 
high fuel prices, by special clauses 
in their rate schedules. 


Another favorable factor is aid- 


ing northern utilities which serve 
gas as well as electricity — Con- 


solidated Edison, 


Long Island 


Lighting, Niagara Mohawk Pow- 
er, Public Service Electric & Gas 


and others... 


the advent of nat- 


ural gas in the northeastern area. 
The larger supply also aids Con- 
sumers Power and others in the 
Mid-west. Later some New Eng- 
land companies will enjoy the 
gain. 


Receipt of this gas has a double 


benefit—it reduces gas production 
costs sharply, and permits the 
utility to send more heating units 
to customers without increasing 


the size of the distribution pipes. 
Of course where there is a com- 
plete changeover to natural gas 
(as in Baltimore) this involves 
expensive alterations in consum- 
ers’ facilities, in order to handle 
1000 BTU gas (about double the 
manufactured gas content). Such 
costs are usually amortized over 
a period of years, however, and 
are not a serious factor consider- 
ing the big benefits of natural gas. 

Some of the electric utilities 
which serve defense projects or 
larger industrial companies doing 
munitions work, are hopeful of 
obtaining special rulings from 
Washington—similar to those be- 
ing granted on a large scale to 
steel and oil companies—to permit 
them to amortize new plants on a 
five-year basis in their tax re- 
turns, which would of course re- 
duce their current taxes. This is 
called ‘‘accelerated amortization.” 
One company which might benefit 
in this respect is Southern Com- 
pany. 

The utilities’ cost of capital is 
increasing, but this is not a very 
serious factor, since fixed charges 
absorb only about one-quarter of 
gross income. The decline in Gov- 
ernment bonds in the past month 
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-deferred the sale of preferred 


or so, accompanied by a rise jy 
interest rates, means that the util. 
ities must now pay about 14% 
more for their bond money, and 
perhaps 1% more for preferred 
stock funds. 

Temporarily, most utilities have 


stock issues, waiting for antici. 
pated improvement in the “new 
issue” market. The advance in 
bond yields is not too serious, 
since the rise will affect only 
about 10% of the total (the an- 
nual rate of increase) and taxes 
will absorb about half of the 
higher burden. A big decline in 
the common stock price level for 
utilities would be more serious, 
since utilities would then have to 
pay a much higher price for 
equity money (in terms of price. 
earnings ratios and yields) than 
they have in the past year. 
What will happen to_ utility 
dividends in the balance of the 
year? Thus far there have been 
no “casualties” in the form of 
dividend cuts by important com- 
panies; there have in fact been 
several increases earlier this year. 
It had been hoped that some util- 
ities (such as perhaps Detroit 
Edison, New England Electric 
System, Texas Utilities, Indian- 
apolis Power & Light, American 
Gas & Electric, Florida Power & 
Light, and General Public Util- 
ities) with relatively low dividend 
payouts might be able to increase 
their dividend rates this year. 
The management of Detroit 
Edison issued a somewhat pessi- 
mistic statement, indicating that 
a decrease in earnings was ex- 
pected. New England Electric has 
indicated definitely that the rate 
will not be restored to $1 (it was 
reduced from $1 to 80c some time 
ago). An increase for General 
Public Utilities now seems less 
likely, though a possibility per- 
haps. Increases for the others 
seems less likely now, at least 
until tax legislation has ‘‘jelled.” 
On the other hand, are some 
dividend cuts likely this summer 
or fall? Here again it seems prob- 
able that action will be deferred 
until a definite tax rate is estab- 
lished for 1951, so that the util- 
ities can better estimate their 
earnings for the salendar year. 
The companies with the highest 
payouts are mainly in New Eng- 
Jand—Boston Edison, Connecticut 
Light & Power, Hartford Electric, 
Connecticut Power, etc. The presi- 
dent of Boston Edison stated some 
time ago that he was not inte- 
(Please turn to page 274) 
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New Facilities 
To America’s 
Industrial 

Might! 








Faster production, higher precision, greater efficiency! 
These are the answer of American industry to the 
enemies of world freedom. Typical of the achieve- 
ments that help the nation’s industrial mobilization 
is the current mill improvement program of The 
American Brass Company. 


A recently completed phase of that program is the 
new copper tube mill at the Kenosha, Wisconsin, 
Branch. This plant produces large quantities of 
highly essential copper tubing—and produces it 
more efficiently than ever before. An important fea- 
ture of the mill is the high-capacity Mannesmann 
tube-forming machine used to convert cylindrical 
billets into heavy-walled seamless copper tubes. The 











x, “Fi 


View of Mannesmann tube forming machine. The diagram illus- 
trates the Mannesmann process whereby the roller action creates ® 
the cavity that is kept centered by the stationary mandrel. 
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Middle bay of new Kenosha 
copper tube mill showing 100-foot, triple-die 
draw benches and annealing furnace. 


Midwestern location of the Kenosha mill speeds 
delivery to industrial plants across the nation. 


Right now the country’s defense needs have first 
call on Anaconda Copper, Brass and Bronze. But 
finer things for a world at peace are sure to result 
from our plant improvement program. These mighty 
metals serve your freedom today—your comfort and 
convenience tomorrow. sea 


AnaconpA 


First in Copper, Brass and Bronze 


The American Brass Company 

Anaconda Wire & Cable Company 
International Smelting and Refining Company 
Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 
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Special Study of 
Utility Companies 





(Contii ued from page 272) 


rested in increasing the com- 
pany’s surplus, since the State 
Commission did not recognize this 
as part of the rate base; hence the 
company’s payout will probably 
continue high and the dividend 
may not have to be reduced, in 
view of the excellent earnings 
showing for the first quarter. 
How high will other utilities 
(cutside of New England) be 


willing to raise their dividend 
payout percentages? It appears 
likely that many of them may be 
willing to pay up to 80-85% in 
order to maintain a steady divi- 
dend policy, which is a great aid 
with equity financing. Neverthe- 
less a payout of 85% or over is 
necessarily on the generous side. 
The market usually recognizes 
this, and such stocks usually sell 
at a higher yield than they would 
normally. 

This year, more than ever be- 
fore, it is necessary to watch the 
monthly and quarterly earnings 
statement of the utilities for clues 
as to the safety of dividends. But 





* 
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CINCINNATI. 


the city closest to America 





Cincinnati is closest to America as measured 
from the center of population. 40% of the 
nation’s people live within a 400-mile radius. 


Eight major rail trunk lines, 


over one 


hundred interstate truck lines, radiate from 


Cincinnati... 


and Ohio River barge lines also 


serve this great industrial city. Cincinnati’s 
solid people are closest to America, too—witha 
firm, deep-rooted belief in the American way. 


The CINCINNATI GAS & ELECTRIC Co. 


The Union Light, Heat and Power Company 


Serving Homes and Industry in the Greater 


Cincinnati Area With an Adequate and Dependable 


Supply of Natural Gas and Electricity 
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it now appears likely that, if 
business remains around present 
top levels, the utilities can 
weather the period of high taxes 
without very much distress in the 
way of dividend adjustments. 





Climax Molybdenum 





(Continued from page 251) 


possible at a relatively low price 
for the metal under such condi. 
tions. Price stability has encour. 
aged wider uses of molybdenum. 
The price of the metal was main. 
tained unchanged at 80 cents a 
pound for about seventeen years 
until January, 1949, when a 10. 
cent rise was put into effect. Two 
increases late last year brought 
the price to $1.09 a pound. Inas. 
much as nickel prices were raised 
more on a percentage basis, moly- 
bdenum strengthened its compe- 
titive position. 

Thus with an assured market 
under the Government contract 
and with prospects favoring 
growth in consumption of alloying 
metals in the steel industry. Cli- 
max appears well situated to show 
in the years ahead a measure of 
earnings and dividend stability 
which it might not otherwise have 
enjoyed. 

On an indicated $2 dividend, 
the stock at current price of 
around 33 yields 6%. 





For Profit and Income 





(Continued from page 257) 


mated to be around $6 a share or 
so. The dividend is on a $2.40 cash 
basis annually, but 214% stock 
dividends have also been paid in 
each of the last three years. It is 
a good stock to buy, more or less 
“for keeps”, on sizable reactions, 
if you are more interested in long- 
term growth than current divi- 
dend return. 


Air Lines 


The air transport industry is 
one of the very few likely to enjoy 
not only a gain in 1951 earnings, 
despite higher taxes, but a rather 
large gain. It is favored by special 
EPT treatment, enlarged and still 
rising capacity, and maximum 
utilization of capacity. Its passen- 
ger volume this year probably will 
for the first time exceed all rail- 
road Pullman traffic. With the 
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henefit of good earnings-dividend 
news for the foreseeable future, 
he stocks are a better-than-even 
yet to fare better than the general 
market. They are still far under 
1945-1946 market peaks, and 
ould get a considerable “play” if 
geculation ever revives. All re- 
main in the speculative class. The 
gundest are Eastern, American 
and United. 





Our Towering Debt 





(Continued from page 239) 


sharply after Korea with the start 
if a new upsurge in inventory 
building. This accounted for the 
trend reversal. Corporate long 
term debt, usually incurred in con- 
nection with plant expansion pro- 
grams, rose only about $2.5 bil- 
lion to a new high of an estimated 
$67.7 billion. 

What about the future trend? 

Looking back, we recognize that 
the rise in debt has brought pros- 
perity but it also brought infla- 
tion. A continuation of the trend 
would have similar connotations 
whereas a reversal might have 
posite significance. Looking 
forward, then, here is what may 
happen. 
A great deal of course depends 
on whether there will be a major 
war or not, and whether we stick 
to our avowed intention to pay as 
we go for rearmament. Barring 
the first and assuming the latter, 
there would be no increase in the 
Federal debt. State and local gov- 
emment debt almost certainly 
will increase further this year but 
hardly at last year’s rate if these 
governments heed Mr. Wilson’s 
plea to forego unnecessary bor- 
rowing. On basis of these assump- 
tions, then, the public debt in 1951 
may not register any great in- 
crease, perhaps no more than a bil- 
lion dollars or so, which would be 
of no particular consequence. 


On the other hand, with indus- 
trial expansion slated to exceed 
last year’s capital expenditures, 
the corporate long term debt will 
almost certainly increase further 
but any such increase may be off- 
set by a corresponding decline in 
the corporate short term debt. The 
latter is closely related to inven- 
tories as last year’s trend has 
shown. Today inventories are high 
and in many fields they are being 
scaled down either voluntarily or 
otherwise. Inventory control, 
moreover, should work against 
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UTAH 


POWER & Ja 
LIGHT CO. 











A GROWING COMPANY 


IN A GROWING WEST 


SERVING IN UTAH, IDAHO, WYOMING, COLORADO 








future excessive inventory ac- 
cumulation and with production of 
consumer durables curtailed, short 
term credits for carrying inven- 
tories will be reduced. 

As far as individual debt is con- 
cerned, some incisive changes ap- 
pear in the offing. Revival of Regu- 
lation W is steadily chipping away 
at outstanding consumer credit, 
and Regulation X is slowing the 
rise in mortgage credit. Still the 
housing boom is not likely to col- 
lapse completely. But last year’s 
$8 billion increase in mortgage 
debt will hardly be repeated. While 


an increase there will be, it should 
be at least halved; and there might 
additionally be a substantial de- 
crease in consumer and other in- 
dividual non-mortgage debt. 

In other words, the debt in- 
crease in 195l—assuming no net 
increase in the Federal debt — 
should be far below last year’s 
boost of $22 billion. It could be 
less than $5 billion though any 
rough estimate necessarily must 
remain strictly just that—a rough 
projection. 

What would such a marked drop 
in debt formation mean? It cer- 
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PLANT SITES 
in 2169 


COMMUNITIES 


Affiliates of this company serve 
2165 communities in Michigan, 
Indiana, Ohio, West Virginia, Vir- 
ginia, Kentucky, and Tennessee. 
Write in confidence for data on 
plant sites, labor supply, housing. 
Our detailed reply will include 
eight-color map showing power 
lines and natural resources. 


L. L. DAVIS 


Director Industrial Development 


AMERICAN GAS AND 
ELECTRIC COMPANY 
30 CHURCH ST., NEW YORK 8, N. Y. 


COrtlandt 7-5920 



































Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 168 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 17 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 


The above dividends are 
payable June 30, 1951, to 
stockholders of record June 
5, 1951. Checks will be mailed 
from the Company's office in 
Los Angeles, June 30, 1951. 


P.C. HALE, Treasurer 
May 18, 1951 
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Our Towering Debt 





(Continued from page 275) 


tainly would help stop inflation, in 
fact it could not but exert a dis- 
tinctly deflationary influence on the 
economy. But here again, we face 
the big question mark posed by the 
outlook for Federal spending. Un- 
less our assumption of no increase 
in the Federal debt is correct, any 
conclusions must necessarily be 
subject to revision. But if it is cor- 
rect, if the overall debt of the na- 
tion stops rising or if the uptrend 
is sharply slowed, some evidence 
of an economic hangover—in the 
wake of our debt-raising spree — 
would hardly be avoidable even if 
consumer income holds up. And 
real trouble could arise, were dis- 
posable income to decline. 


Our postwar rush into debt pro- 
vided a good deal of the push be- 
hind the postwar boom and the un- 
wavering thrust of purchasing 
power that stopped the 1949 reces- 
sion. Naturally this could not go 
on forever; eventually we would 
be riding for a fall. This is true in 
spite of the fact that some of the 
debt rise was in the nature of a 
recovery from the low private debt 
existing during war time, and that 
a goodly part of the debt increase 
simply reflected the growth of the 
economy as well as the paper 
growth of inflation. 


Population Aspects 


It might be argued that since 
the population has been rising by 
some twenty million in,the last 
decade and by some eleven million 
in the last five years, any accom- 
panying debt increase of the mag- 
nitude indicated minimizes the in- 
dividual burden of the debt load. 
But one might as well remind that 
debt has risen faster than the pop- 
ulation. Whereas between 1945 
and 1950, the population rose ap- 
proximately 9%, the overall debt— 
public and private—advanced 15%, 
and private individual and non- 
corporate debt almost doubled. An 
ameliorating factor can be seen in 
that disposable income during the 
period rose 33%, and on a per 
capita basis 23%. 

One prospect appears fairly cer- 
tain: Total outstanding debt is not 
likely to repeat the big rise it re- 
corded last year — barring total 
war. The tendency today is for 
business to tighten up on credit, 
and for banks to tighten up on 
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business loans. Regulation W and 
X are slowing or reversing the up. 
trend in mortgage and consumer 
credit, respectively. Local govern. 
ments are exhorted to go easy on 
public works projects. Both cor. 
porate and private debt may even 
decline on balance. To the extent 
that such a decline is not offset or 
exceeded by a Federal debt in. 
creease, it works against inflation, 
And it may also connote some 
rough going in certain sectors of 
civilian business. Signs of the lat. 
ter are already evident. 





First Quarter Earnings 





(Continued from page 237) 


was required to produce net earn- 
ings of $1.36 per share compared 
with $1.30 in the corresponding 
1950 span. While taxable earnings 
rose to $14.8 million from $87 
million, Federal taxes on income 
advanced to $9.6 million from $3.9 
million, leaving scant room for 
earnings improvement. 

Earnings of Union Carbide & 
Carbon Company for the first 
three, months of 1951 were esti- 
mated at $1.01 per share, the larg- 
est for any first quarter in the 
company’s history. Volume was at 
a record high at about $225 mil- 
lion or 41% above last year’s first 
quarter sales. During the past five 
years, this concern has more than 
doubled its capacity by outlays of 
$440 million for new facilities and 
an additional $100 million will be 
spent for new construction in the 
current year. The benefits of en- 
larged production and moderniza- 
tion are well shown by operations 
in the first quarter, when net earn- 
ings improved 35% although Fed- 
eral taxes on income were about 
$24 million higher than in the 
previous year. 

Under the present tax law, 
Union Carbide paid combined in- 
come and excess profits taxes at 
the rate of 58% on pretax earn- 
ings in the first quarter, or 4% 
less than the ceiling of 62%. Dol- 
larwise, this left room for a maxi- 
mum increase of about $2.8 mil- 
lion before the ceiling would be 
bumped, or approximately ten 
cents a share. During the second 
half year the ceiling may be raised 
to 67% or 70%, and assuming 
steady pretax earnings, the com- 
pany’s net earnings for the full 
year could probably not decline 
much below $4 per share. 
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On the other hand, there is a 
good prospect that volume and 
taxable earnings of Union Car- 
bide will expand this year, as all 
of its chemicals and alloys will be 
in record demand and production 
should increase. On balance, quite 
stable earnings might seem logi- 
cal to expect. Since the company 
for 20 years past has distributed 
to stockholders about 60% of net 
earnings, total dividends this year 
could well match the $2.50 per 
share paid in 1950. 

Volume of United States Rub- 
ber Company in the first quarter 
was 60% above the correspond- 
ing period in 1950 and slightly 
higher than in last year’s Decem- 
ber quarter. Compared with net 
earnings of $1.49 per share in the 
same quarter the year before, 
profits of $4.41 in the recent three 
months were highly encouraging. 
The management, though, cau- 
tions that near term buying trends 
are still obscure, and that in- 
creased taxes must be reckoned 
with later. 

On first quarter volume of 
$211.9 million, United States Rub- 
ber attained taxable earnings of 
$32.3 million versus $6.9 million 
in the first three months of 1950. 
A sharp rise in Federal taxes on 
income to $23.2 million from only 
$3 million in the 1950 first three 
months, accordingly did not pre- 
vent the marked rise in net earn- 
ings we have cited. The income 
statement furnished does _ not 
separate foreign income taxes 
from Federal imposts, but com- 
bined provision for the two 
equalled about 72% of pretax 
earnings. A high exemption base 
would probably permit earnings 
of better than $10 per share be- 
fore EPT would apply. Every- 
thing considered, quarterly divi- 
dends of $1.50 per share, recently 
advanced from $1, should continue 
to be paid. 
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the last half of year, however, 
sales volume expanded greatly 
bringing total volume of new con- 
tracts close to more than 100% 
above the previous year. Backlog 
of unfinished work has reached 
a new high sufficient to assure 
maximum domestic operations in 
1951. 

Foreign projects in recent years 
produced a third to a half of 
total income. 
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30 CHURCH STREET 


open. 


May 17, 1951 





AMERICAN CAR AND FOUNDRY COMPANY 


The Directors of American Car and Foundry Com- 
pany today declared, out of the earnings for the 
fiscal year ended April 30, 1951, a dividend for 
the year of 7% upon the par amount of the pre- 
ferred shares outstanding, payable in four install- 
ments, each of 154,.%, payable respectively, (1) 
Preferred dividend No. 176, on June 29, 1951 to 
stockholders of record at the close of business June 
15, 1951; (2) Preferred dividend No. 177, on Octo- 
ber 1, 1951 to stockholders of record at the close 
of business September 14, 1951; (3) Preferred 
dividend No. 178, on January 2, 1952 to stock- 
holders of record at the close of business December 
14, 1951 and (4) Preferred dividend No. 179, on 
April 1, 1952 to stockholders of record at the close 
of business March 14, 1952. 


Checks will be mailed by the Guaranty Trust Com- 
pany of New York. The transfer books will remain 








Fa 7 


New York 8, N. Y. 


C. ALLAN FEE, Secretary 






































E.1. DU PONT DE NEMOURS & COMPANY 


Wilmington, Delaware, May 21, 1951 
The Board of Directors has declared this 
day regular quarterly dividends of $1.121/2 
a share on the Preferred Stock—$4.50 
Series and 871/.¢ a share on the Pre- 
ferred Stock—$3.50 Series, both payable 
July 25, 1951, to stockholders of record 
at the close of business on July 10, 1951; 
also 85¢ a share on the Common Stock 
as the second interim dividend for 1951, 
payable June 14, 1951, to stockholders of 
record at the close of business on May 
28, 1951. 


L. pu P. COPELAND, Secretary 




















C.LT. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in cash 
has been declared on the Common Stock of 
Cc. I. T. FINANCIAL CORPORATION, 
payable July 1, 1951, to stockholders of record 
at the close of business June 8, 1951. The 
transfer books will not close. Checks will be 
mailed. 

FRED W. HAUTAU, Treasurer 
May 24, 1951. 











Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
May 15, 1951, a dividend of 
fifty cents (50c) per share was 










declared on the Common Stock 
of the Corporation, payable 
June 30, 1951, to ¢ stock 
holders of record at the close of 
business on June 8, 1951. 
S. A. McCASKEY, Jr. 
Secretary 














SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 134 
A QUARTERLY DIVIDEND of One Dollar and Twenty- 


five Cents ($1.25) per share on the Common Stock of this 
Company has been declared payable at the Treasurer's 
Office, No. 165 Broadway, New York 6, N. Y., on Monday, 
June 18, 1951, to stockholders of record at three o'clock 


P. M., on Monday, May 28, 1951. The stock transfer books 
will not be closed for the payment of this dividend 
J. A. SIMPSON, Treasurer. 
New York, N. Y., May 17, 1951. 











The Board of Directors has declare 
dividend of 6214 cents a share on the o 








standing 5% ve Preferred Stock 
and 68%4 cents a share on the outstanding 
514% Preference Convertible 
Stock, bo ble July 2, 1951 to stock- 
holders of record at the close of business 
on June 18, 1951. A regular quarterly divi- 
dend of 25 cents a share and an extra divi- 
dend of 15 cents a share were declared on 
the outstanding Common Stock, payable 


toc , 
June 30, 1951 to stockholders of record at 
the close of business on June 18, 1951. 


M. G. SHEVCHIK, Secretary. 
May 23, 1951. 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 25 cents per share on the Com- 
pany’s capital stock, payable June 15, 1951, 
to stockholders of record at the close of 
business May 28, 1951. 

RICHARD T. FLEMING, 


Secretary 
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Mining and Manufacturing 
Phosphate ¢ Potash e Fertilizer « Chemicals 


* 


Dividends were declared by the 
Board of Directors on 
May 24, 1951, as follows: 


4% Cumulative Preferred Stock 
37th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 


Both dividends are payable June 29, 
1951, to stockholders of record at the 
close of business June 15, 1951. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 


& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 













Ca 


UNITED FRUIT COMPANY 
DIVIDEND NO. 208 


A dividend of seventy-five cents 
per share on the capital stock 
of this Company has been de- 
clared payable July 13, 1951 
to stockholders of record June 
7, 1951. 


EMERY N. LEONARD 
Secretary and Treasurer 


Boston, Mass., May 21, 1951 














ANACONDA 


DIVIDEND NO. 172 
May 24, 1951 


The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a 
dividend of Seventy-five Cents 
($.75) per share on its capital 
stock of the par value of $50 
per share, payable June 28, 
1951, to stockholders of record 
at the close of business on 
June 5, 1951. 

C. EARLE MORAN 

Secretary and Treasurer 

25 Broadway, New York 4, N. Y. 


fe ae _ 











UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the Common Stock of said 
Company, payable June 10, 1951, to  stock- 
holders of record at 3 o’clock P.M. on May 
28, 1951. 

C. H. McHENRY, Secretary 
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The Business Outlook 
to the End of the Year 





(Continued from page 234) 


well provide an offset for in- 
creased arms spending, and per- 
haps more than that. There is no 
absolute assurance that economic 
activity can be fully maintained at 
peak levels. 

There is another intangible. 
What will happen, should there be 
a settlement of the Korean war, 
should there be a turn in interna- 
tional affairs that might tend to 
take the “‘heat” off the arms pro- 
gram? While a truce or a stale- 
mate in Korea will hardly affect 
the scope of the arms program, it 
may tend to slow the pace and 
there may even be some decline in 
production of what might be 
called “‘defense perishables.”’ Any 
such let-down were bound to pro- 
long the present slack in the civil- 
ian economy and may even in- 
tensify it. 

One hears much these days of 
“peace scares” though certainly 
there is nothing scary about peace, 
or about victory in Korea that 
may bring peace. Yet such an 
event is invariably associated 
with a let-down, a prospect that 
is causing a great deal of nervous- 
ness in stock and commodity mar- 
kets. Even in tight markets such 
as metals, the reasoning is that an 
end of the shooting war may bring 
a lot of hoarded stuff out of hid- 
ing, creating price weakness. 

However that may be, even a 
mere slowing of the pace of re- 
arming could intensify deflation- 
ary trends unless offset by coun- 
ter-measures such as relaxation of 
restrictions on consumers, by no 
means impossible if it is a ques- 
tion of avoiding economic upset. 

But in that event, also, it is 
quite probable that the defense 
program will not reach as high a 
peak as has been planned but 
rather will be spread over a 
somewhat longer period. If this 
takes place, it will mean military 
demands will not make as heavy 
a dent in our productive capacity, 
throwing on civilian demand a 
greater burden of maintaining the 
boom. Something along these lines 
may happen anyhow if a decline 
in international tension should 
minimize the fear of all-out war, 
be it by design or in response to 
public pressure. The civilian de- 
mand potential, previously dis- 
cussed, would then become an 
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LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 

May 16, 1951 

S\ The Board of Directors has declared 

a quarterly dividend of 37}4c per 

share on the outstanding Common 

Stock of the Company, payable on 

June 30, 1951, to stockholders of record at the 

close of business on June 12, 1951. Checks will 
be mailed. 

CHARLES C. MOSKOWITZ 

Vice Pres. & Treasurer 








even bigger factor in the outlook, 
and for some time it could be quite 
an uncertain one. 

To sum up, the present dip in 
business is likely to continue for 
some months. The latest waves on 
consumer buying have failed to 
clear dealers’ shelves and inven- 
tories remain burdensome. Pro- 
duction of civilian goods has held 
up handsomely, thus there is some 
question whether even six months 
hence, the rise in defense produc- 
tion will severely crimp civilian 
supply. Heavy inventories will 
cushion the shock of cutbacks. A 
more valid question perhaps is 
whether demand will be strong 
enough to absorb the available 
supply, even after cutbacks. The 
probability is that competitive 
conditions are here to stay, that 
any shortages — where they may 
occur — will be temporary and 
shortlived. 

Longer range, it may be ob- 
served that with the increase in 
the nation’s productive capacity, 
the time is rapidly approaching 
when the economy will be capable 
of meeting both military and ci- 
vilian demands. In this respect, 
we believe, the outlook is a great 
deal better than the _ inflation 
prophets would have us believe. 
Even today, we are able to step up 
arms output without too much 
strain. Naturally, larger military 
commitments or total war would 
radically change the outlook. But 
barring this, currently contem- 
plated arms spending may no 
more than prevent a recessionary 
slide of some proportions. Any 
cutting down on the arms pro- 
gram would almost certainly 
bring about “softer” conditions in 
the economy. 

“Soft spots” already exist, as 
we know, despite the fact that 
general production indices have 
no more than levelled out around 
their recent highs. Some of these 
soft spots are bound to persist 
even should general conditions 
harden later in the year. The 
boom, if it continues, will be 
spotty, nothing like the across- 
the-board spree which business 
enjoyed during most of the post- 

(Please turn to page 280) 
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UBSTANTIAL changes may be advisable in your security 
holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
ecific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
|. When to Buy and When fo Sell 
Our weekly market forecast . . . with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate sommermneed market weakness or strength. 
Sound selection and timing key- 








given which you can apply to 
your independent holdings and 
lo our recommendations. In- 
duded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. , 













2, Definite Advices on Intrin- 
sically Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1951. It is important 
to participate in our investment campaigns 
from their start—since we time our new pur- 
chases carefully and individual stocks can 
scere substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


4. Continuous Consultation 
You are welcome to consult us 

. by mail or by wire... on 
securities in which you are in- 

terested . . . as many as 12 at 
| a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 








A Plus Service . . . These con- 
sultation privileges alone can be 
worth hundreds and thousands 
of dollars to you in concentrating in potential leaders... 
in stable investment situations . . . in avoiding laggards 
. .. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 






Enroll NOW for the protection and advantages of Fore- 
cast Service . .. especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to July 2. Mail the 
coupon below today. 

















- 

——— — FREE SERVICE TO JULY 2000 fm me me me me me -— 
Mal Coupon | 7/2 | 
/ THE INVESTMENT AND BUSINESS FORECAST ] 

0. : | 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ] 
| 
~ | I enclose [J $60 for 6 months’ subscription; [] $100 for a year’s subscription. | 
Special Offer | (Service to start at once but date from July 2, 1951) | 
MONTHS’ | SPECIAL MAIL SERVICE ON BULLETINS I 
6 $60 | Air Mail: [1] $1.00 six months; [) $2.00 (CO Telegraph me collect in anticipation of ! 
SERVICE | one year in U. S. and Canada. important market turning points...when ] 
Special Delivery: [ $4.00 six months to buy and when to sell...when to ex- 

MONTHS’ i C) $8.00 one year. pand or contract my position. 1 
12 ee ee nn. | 
| | 
Complete service will start at | Dt. ee eee ES ee EE ee MNES Me RT EEO A enn eT. eR he eee | 
_— but date from July 2. | a ace cae eng en ae este Se eet i he ae hes es: | 
Subscriptions to The Forecast I Your subscription shall not be assigned at List up to 12 of your securities for our ] 
are deductible for tax purposes. | any time without your consent. initial analytical and advisory report. | 
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ELECTRIC BOND AND SHARE 


COMPANY 
Two Rector St., New York 6, N. Y. 


Common Stock Dividend 


The Board of Directors has de- 
clared a dividend, sub‘ect to the 
approval of the Securities ana 
Exchange Commission. on the 
Common Stock, payable June 30. 
1951. to stockholders of record 


at the close of business May 31. 
1951. The dividend will be pay 
able in shares of Florida Power 
& Light Company Common Stock 
at the rate of 2.2 shares for each 
100 shares of Electric Bond and 
Share Company Common Stock. 


No scrip representing fractional 
shares of Florida Power & L.ght 


Common Stock will be issued to 
stockholders. The Company pro- 
poses to arrange for the Com- 


pany’s dividend agent to handle 
fractional share equivalents for 
the stockholders. 
B. M. Bertscn, 
Secretary-Treasurer 


May 24, 1951. 

















JOHNS-MANVILLE 


JM Johns-Manville 


Corporation 


DIVIDEND 

The Board of Directors declared a dividend 
of 75¢ per share on the Common Stock pay- 
able June 11, 1951, to holders of record 
May 28, 1951. 


ROGER HACKNEY, Treasurer 


PRODUCTS 














DO NOT BE CONFUSED 
BY THE MARKET’S ACTION 


To Protect Your Profits 
You Need the New Enlarged May Issue of 


GRAPHIC STOCKS 


Now Containing OVER 


1001 CHARTS 


The most comprehensive book of Stock 
Charts ever published. 


They give you the complete history of 
virtually every stock actively traded on 
the New York Stock Exchange and New 
ay Curb, for over 11 years to May 1, 


Shown are: 
e Monthly Highs and Lows 
e Annual Earnings 
e Annual Dividends 
e Latest Capitalizations 
e Monthly Volume of Shares 
e Stock Splits—Mergers—etc. 


(See charts on pages 246, 247, 248, 250 
of this issue of Magazine of Wall Street) 


Also — 48 Group Averages on transpar- 
ent paper, and the three Dow-Jones 
Averages from 1927. 


SEND YOUR ORDER TODAY 
to insure prompt delivery 


SINGLE COPY (Spiral Bound).............. $10.00 
Annual (6 Revised Issues)................ 50.00 


F. W. STEPHENS 
15 William St., New York 5 
Tel.: HA 2-4848 
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The Business Outlook 
to the End of the Year 





(Continued from page 278) 


war years. One of the reasons is 
that the conditions which led to, 
and supported, past waves of 
scare buying are rapidly chang- 
ing. The other, that an arms boom 
means big orders and prosperity 
to some but trouble and difficult 
operating conditions to others. 

Right now, the inference to be 
drawn from various economic de- 
velopments at home are that the 
country — despite mounting pro- 
duction for defense, the rearming 
of our allies and satisfaction of 
enormous needs for a prosperous 
civilian economy — may be ap- 
proaching the normal condition of 
having plenty, if not too much, 
of everything. 





As I See It! 





(Continued from page 229) 


for a genuine peace settlement. 

As we said, it’s a grim choice, 
but there is no other choice short 
of surrender or an inglorious peace 
that would merely guarantee con- 
tinuation of the cold war and make 
further setbacks inevitable. We 
must convince Stalin that he can- 
not exploit to his benefit available 
opportunities in Asia and the Mid- 
dle East without provoking all-out 
war. Fortunately, the latest stif- 
fening in our Asia policy brought 
about by the MacArthur debate 
and Mao’s ignoring of all U. N. 
pleas for a truce works in this 
direction. 





Market Still Vulnerable 





(Continued from page 231) 


time to stiffen the excess profits 
tax materially. This may be modi- 
fied to some degree in the Senate; 
but when the final show-down 
comes, in Senate-House confer- 
ence agreement, it will be ‘“‘ac- 
cording to Hoyle” for political 
considerations to dictate that any 
soft-heartedness toward the mass 
of personal income tax payers will 
be at the expense of corporations 
and upper-bracket people. 

We now have “two-way” for- 
eign uncertainty. The military 


THE 
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situation in Korea makes people 
think of some kind of peace in 
this situation, and its possible 
slowing effect on the arms pro. 
gram. We think that is not too 
logical, for we are arming against 
Russia; but it does influence sen. 
timent nevertheless. On the other 
hand, there are explosive possi- 
bilities in the situation in Iran, 
making the contingency of global 
war again a matter of live con. 
jecture. Whatever their motive, 
the openly voiced war-possibility 
fears and warnings of the Presi- 
dent and his top generals continue 
to add to the uncertainly, while 
clarifying nothing. 

If it came at anything like the 
present level of stock prices, 
global war would unsettle the 
market sharply. If a sudden sure 
world peace were thinkable—and, 
of course, it is not—that also 
would unsettle the market. That 
leaves only a semi-war situation, 
the brighter side of which has al- 
ready been exploited by the mark- 
et, as heretofore noted. There will 
be increasing questions as to how 
long this might continue, coupled 
with the underlying question of 
where the economy can go when 
both the arms production and the 
plant-expansion outlays are 
tapered off. Barring all-out war, 
the latter might have to begin 
within 12. to 15 months. Mean- 
while, prospects for a revival of 
the civilian-goods boom any time 
soon are not impressive. 

Our general policy remains con- 
servative and selective. The main- 
tenance of a 60-40 position—60% 
invested in good-to-sound issues in 
typical stock accounts and 40% in 
reserve buying power — is still 
recommended.—Monday, May 28. 
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DIRECT PLACEMENT OF 
CORPORATE SECURITIES 
By E. RAYMOND COREY 


The analysis considers direct place- 
ment from the viewpoints of both the 
corporate issuer and the institutional 
investor. It sets forth the conditions 
under which corporations prefer this 
method of financing and describes the 
complex of circumstances affecting the 
investors’ approach to direct placement. 
The discussion appraises the bargain- 
ing nature of private negotiations and 
evaluates both the terms and the long- 
run relationships which typically result. 


Harvard Business School $3.50 
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Dynamic 


NDOUBTEDLY you appreciate that under 
today’s changing conditions at home and 
abroad the problem of investing your funds 
most productively and securely is a highly 
dynamic rather than a static matter. 


In the past two years we have witnessed a 
rise of 97.53 points by THE DOW JONES 
INDUSTRIAL AVERAGE or a gain of 6016%. 
Of course individual stocks have varied broad- 
ly in their performance—some have declined 
or proved laggards, while others far out- 
stripped the general rise recorded by the in- 
dustrial average. 


Now after two years of advance, many 
stocks—some of which may be in your per- 
sonal investment porfolio — have reached 
levels where they are overvalued and where 
altered conditions pose difficult problems 
ahead for their management. While other 
corporate shares are still underpriced and 
represent firms with brilliant potentials for 
profit. 


TIME FOR DECISIVE AND INTELLIGENT ACTION 


The present—NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 

licy YOU followi i lati h 
policy ) are following, in relation to cas 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 


Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 


It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
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DO YOU OWN...... 


Securities? 


of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the 
initiative in advising you when any changes 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 




















INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street 


New York 4, N. Y. 





In this “Radioactive Materials Room’ 
better designs .. 


metals ... 


at Chrysler Laboratories, many stronger 
. smoother-running, longer-lasting parts have 


their beginning. Note the protective lead-and-rubber gloves and aprons, and 
the thick lead box in the foreground where “hot” parts are safely stored. 


ATOMS FROM OAK RIDGE COME TO DETROIT 


The men in the picture are handling 
“hot” or radioactive automobile parts. 
That’s the reason for their long-handled 
tools, the radiation exposure meter held 
by the man at the right—and their 
caution. It’s all part of a new kind of 
research at Chrysler Corporation. 

Our engineers send engine distribu- 
tor points to the U. S. Atomic Plant at 
Oak Ridge, Tenn., where they are made 
radioactive in the famous Atomic Pile. 

Returned to Detroit, a “hot” point 
is mounted in a standard distributor, 
and given a test run as though in your 


car. Ordinarily it takes hundreds of 
hours of engine opcration for points to 
wear cnough to be measured. But in a 
few minutes of this test, some radio- 
active atoms are transferred from the 
“hot” point —cnough to be measured 
accurately by sensitive Geiger Counters. 

In this way, we find out where wear 
starts, and how and why, and _ thus 
learn to devclop better points that will 
run much longer without replacement. 

Similar tests, using “hot” piston 
rings, gears, bearings and the like, are 
helping us to develop longer-lasting 


parts for cars and other vehicles, and 
improved ways of lubricating them. 


Chrysler Corporation was an auto in- 
dustry pioneer in this peaceful use of 
atomic energy. It’s onc more example 
of the practical imagination that leads 
directly to the fine performance and 
long life of the products we make. And 
another reason why our experience and 
skills are always ready for a wide variety 
of challenging jobs—from cars and 
trucks and military vehicles to industrial 
engines, heating and cooling systems— 
and even railroad freight car trucks. 


Practical IMAGINATION guides research at CH RYS LE ae Cc oO RPO RATIO N 


PLYMOUTH, DODGE, DE SOTO and CHRYSLER CARS and DODGE TRUCKS 


Airtemp Cooling, Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


Dodge Job-Rated Trucks 


Oilite Powdered Metal Products 


Mopar Parts & Accessories Cycleweld 
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